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A B S T R A C T 
In this study w e have attempted to find whether Hong 
K o n g stocks w i t h extremely low Price to Earnings ratios 
earn superior risk-adjusted returns than stocks with high 
PE ratios — the low PE effect, whether such abnormal risk-
a d j u s t e d returns exhibit any seasonal p a t t e r n s , and then 
relate such o b s e r v a t i o n s with the size of the firm. 
W e h a v e confined our study to 1990 and 1991 only and 
e s t i m a t e the abnormal risk-adjusted returns by the market 
m o d e l u s i n g the preceding 30- to 42-month monthly rate of 
return of the s t o c k s . Sampled stocks are firstly strat-
ified into four PE quartiles and then the mean monthly 
r i s k — a d j u s t e d abnormal returns for each quartile are 
a n a l y z e d . T h e n stocks in each PE quartiles are further 
stratified into two firm sizes and the exercise is repeated 
a g a i n . 
W e do not observe that H o n g Kong stocks w i t h extremely 
low PE ratios earn superior risk-adjusted returns than 
other stocks in any m o n t h . We also observe that low PE 
quartile stocks earn negative risk-adjusted abnormal 
returns in O c t o b e r and D e c e m b e r , and medium PE quartiles 
stocks are m o r e likely to do so in the second half of the 
y e a r . 
W h e n we further relate the abnormal returns vi/ith firm 
s i z e s , u/e observe that low PE quartile firms, small or non-
s m a l l , earn negative risk-adjusted abnormal returns in 
D e c e m b e r . S i m i l a r l y , all small firms appears to earn 
negative risk-adjusted abnormal return in December. 
i i i 
T A B L E O F CONTENTS 
A B S T R A C T ii 
TABLE OF C O N T E N T S iii 
LIST OF T A B L E S v 
Chapter 
I. INTRODUCTION 1 
II. B A C K G R O U N D AND LITERATURE SEARCH 
Price earnings ratio anomaly 3 
O v e r - r e a c t i o n to earnings effect 4 
January effect 5 
F i r m size effect 6 
I I I . S T A T E M E N T OF O B J E C T I V E S 8 
IV. R E S E A R C H H Y P O T H E S E S 9 
V . M E T H O D O L O G Y 
R e s e a r c h design 10 
Data collection m e t h o d 13 
S a m p l i n g (method, s i z e , frame) 13 
Data collection process 15 
Additional sample screening 15 
V I . A N A L Y S I S AND INTERPRETATION 
Sample size 16 
M o n t h l y returns & adjustment for 
capitalization changes 16 
The m a r k e t model linear regression analysis 17 
Additional screening for data 19 
C o m p a r i s o n of betas u/ith published results 21 
M o n t h l y abnormal returns 23 
PE ratios and quartiles 23 
PE quartiles and firm sizes 24 
PE ratios and abnormal returns 26 
PE ratios and returns 31 
PE r a t i o s , firm sizes and abnormal returns 33 
V I I . L I M I T A T I O N S 
Limitation of methodology 37 
The applicability of the market model 38 
V I I I . S U M M A R Y OF FINDINGS 39 
iv 
B I B L I O G R A P H Y 40 
A P P E N D I C E S 
A M a r k e t M o d e l R e g r e s s i o n A n a l y s i s and A b n o r m a l R e t u r n s 
of i n d i v i d u a l s t o c k s 
B M o n t h l y A b n o r m a l (Market-Model A d j u s t e d ) R e t u r n s for 
1990: P o r t f o l i o r a n k e d on the m a g n i t u d e of the firm's 
A c t u a l P r i c e on D e c 18 1989/1988 E a r n i n g (PE) R a t i o 
M o n t h l y A b n o r m a l (Market-Model A d j u s t e d ) R e t u r n s for 
1991: P o r t f o l i o r a n k e d o n the m a g n i t u d e of the firm's 
A c t u a l P r i c e on D e c 18 1990/1989 E a r n i n g (PE) Ratio 
C A v e r a g e M o n t h l y A b n o r m a l (Market-Model A d j u s t e d ) 
R e t u r n s for 1990 a n d 1991: P o r t f o l i o ranked on the 
m a g n i t u d e of the f i r m ' s A c t u a l P r i c e / L a s t Year 
E a r n i n g s (PE) R a t i o 
D A v e r a g e M o n t h l y R e t u r n s for 1990 and 1991: Portfolio 
r a n k e d o n the m a g n i t u d e of the firm's Actual 
P r i c e / L a s t Y e a r E a r n i n g s (PE) R a t i o 
E A v e r a g e M o n t h l y A b n o r m a l (Market-Model A d j u s t e d ) 
R e t u r n s for 1990 and 1991: P o r t f o l i o ranked on the 
m a g n i t u d e of the f i r m ' s A c t u a l P r i c e / L a s t Year 
E a r n i n g s (PE) R a t i o and then F i r m S i z e . 
V 
LIST OF TABLES 
1 S u m m a r y of M a r k e t Model Regression Analysis 
2 C o m p a r i s o n of beat values by this study and by M o k , 
La m and Che u n g (1990) 
3 C o m p a r i s o n of PE r a t i o s , number of stocks for 
di f f e r e n t quartiles and number of stocks common to 
bo t h p e r i o d s for the different quartiles and portfolio 
formation date 
4 S u m m a r y of m a r k e t capitalization in the PE quartiles 
5 A v e r a g e M o n t h l y Abnormal (Market-Model Adjusted) 
R e t u r n s for 1990 and 1991: 
Por t f o l i o ranked on the meignitude of the firm's Actual 
P r i c e / L a s t Year Earnings (PE) Ratio 
6 A v e r a g e M o n t h l y Returns for 1990 and 1991: 
Por t f o l i o ranked on the magnitude of the firm's Actual 
P r i c e / L a s t Year Earnings (PE) Ratio 
7 A v e r a g e M o n t h l y Abnormal (Market-Model Adjusted) 
R e t u r n s for 1990 and 1991: 
Por t f o l i o ranked on the magnitude of the firm's Actual 
P r i c e / L a s t Year Earnings (PE) Ratio and then Firm 




Us i n g stock indexes for calculating returns on stock 
m a r k e t , H o , Leung and Wong (1988) concludes that, for the 
p e r i o d 1 9 7 5 - 8 7 , there is positive evidence for higher 
returns in January in Hong K o n g . To the extent that the 
d i s t r i b u t i o n of returns is not the same for all days of the 
w e e k or m o n t h s in the year then this can be deemed to be 
an o m a l i e s and signs of stock market inefficiency. 
T h i s study is a further attempt to explore this 
subject in the per i o d s 1990 and 1991 for Hong Kong stocks. 
Instead of using stock indexes for calculating the returns, 
we w o u l d u se the mean returns of a portfolio of stocks. 
S p e c i f i c a l l y , we woul d use risk-adjusted abnormal returns 
instead of absolute returns in our research and the market 
m o d e l w o u l d be used for the risk adjustment. By using 
r i s k - a d j u s t e d a b n o r m a l returns, we hope to find if such 
seasonality effect is more pronounced for a certain 
c l a s s ( e s ) of stocks as has been demonstrated by Klein and 
Ros e n f i e l d (1991) for US stocks that: 
"US stocks wi th low price to earning ratio (and low 
earnings expectation) would earn higher positive risk-
adjusted abnormal than other stocks in January". 
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In our r e s e a r c h , u/e attempt to find the m e a n monthly 
r i s k - a d j u s t e d abnormal return pattern for stocks of 
d i f f e r e n t price to earning (PE) ratio. As u/e are unable to 
find enough information in good time on earning 
e x p e c t a t i o n s to enable us to correlate it u/ith the lovx/ PE 
e f f e c t , w e w o u l d not consider earriing expectation in this 
p r o j e c t but vx;ould try to correlate the low PE effect with 
the firms s i z e s . The finding of our research should 
p r o v i d e further evidence on the vx/eak form of efficiency of 
the H o n g K o n g stock m a r k e t . 
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CHAPTER 2 
BACKGROUND AND LITERATURE SEARCH 
Pr i c e earninffs ratio a n o m a l y 
T h e p r i c e e a r n i n g s r a t i o a n o m a l y , or low PE effect， 
r e f e r s to the o b s e r v a t i o n that stocks w i t h extremely low PE 
r a t i o s e a r n s u p e r i o r r i s k - a d j u s t e d returns than stocks u/ith 
h i g h PE r a t i o s (e.g. see B a s u , 1 9 8 3 ) . 
In a 1977 study on the p e r f o r m a n c e of common stocks 
t r a d e d o n the N Y S E in r e l a t i o n to their price-earnings 
r a t i o , B a s u finds that p o r t f o l i o s of low PE stocks appear 
to h a v e e a r n e d h i g h e r a b s o l u t e and risk-adjusted rates of 
r e t u r n , o n a v e r a g e , than p o r t f o l i o s c o n s i s t i n g of randomly 
s e l e c t e d s t o c k s . H i s re s u l t s seem to indicate that the 
si n g l e p e r i o d c a p i t a l a s s e t p r i c i n g m o d e l (CAPM) does not 
h a v e d e s c r i p t i v e v a l i d i t y and that sGCurity price behaviour 
on the N Y S E is in c o n s i s t e n t u/ith m a r k e t e f f i c i e n c y . Basu 
c o n d u c t s a n o t h e r study in 1983 on the empirical relation-
ship b e t w e e n e a r n i n g s ‘ y i e l d , firm size and returns on the 
co m m o n s t o c k of NYS E for the period of 1963-80 and the 
re s u l t s o n c e a g a i n c o n f i r m that common stock of lou/ PE 
firms e a r n , on a v e r a g e , h i g h e r risk-adjusted returns than 
the c o m m o n stocks of hig h PE f i r m s . 
T h e r e h a s bee n no similar research conducted for Hong 
K o n g s t o c k s for the period 1990 to 1991. On the other 
h a n d , H o n g K o n g stocks h a v e g e n e r a l l y lou/er PE than U S 
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s t o c ks a n d Japanese s t o c k s , probably because of the 
v o l a t i l i t y of the stock prices and the political risk 
a s s o c i a t e d w i t h the 1997 q u e s t i o n . 
O v e r - r e a c t i o n to earnings effect 
T h i s e x p l a n a t i o n to the low PE effect has its roots in 
e x p e r i m e n t a l p s y c h o l o g y w h e r e people has a natural tendency 
to o v e r - r e a c t to unexpected and dramatic e v e n t s , overu/eight 
recent information and underweight prior information. 
A n n u a l e a r n i n g s , like stock p r i c e s , tend to follow a random 
w a l k (Ball and W a t t s , 1972) and studies show that extremely 
good or bad years are temporary and that future earnings 
i n v a r i a b l y return to some normal level (Brooks and 
B u c k m a s t e r , 1 9 7 6 ) . 
H o w e v e r , the random u/alk m o d e l of stock price 
p e r f o r m a n c e usually does not apply to firms u/ith extremely 
f a v o u r a b l e (unfavourable) earnings reports. Due to the 
p r e s e n c e of the overreaction to earnings effect, investors 
tend to p e r c e i v e any temporary abberations as permanent. 
A n e x t r e m e l y unfavourable (favourable) earnings report 
w o u l d therefore results in the market setting overly 
p e s s i m i s t i c (optimistic) forecasts of future earnings, 
causing the stock price to fall below (rise above) its 
e q u i l i b r i u m level. Once investors become au/are that they 
h a v e been overly pessimistic (optimistic), stock prices 
a d j u s t upward (dovx/nu/ard) to their intrinsic value. Such 
upward (dovx/nu/ard) stock price adjustments vi/ould 
s u b s e q u e n t l y results in above (below) normal return for 
those stocks in the following y e a r . 
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A r r o w (1982) cited the p r i c e e a r n i n g s r a t i o a n o m a l y as 
a n e x a m p l e o f ‘ the excessive reaction to current 
information which seems to characterize all the securities 
and futures markets.‘ 
B a s u p r o v i d e s an a l t e r n a t i v e b e h a v i o r a l e x p l a n a t i o n to 
the low PE effect b a s e d on investor o v e r r e a c t ion in his so-
c a l l e d p r i c e - r a t i o h y p o t h e s i s . C o m p a n i e s w i t h very low PEs 
a r e t h o u g h t to b e t e m p o r a r i l y u n d e r v a l u e d b e c a u s e investors 
b e c o m e e x c e s s i v e l y p e s s i m i s t i c after a series of bad 
e a r n i n g s r e p o r t s or b a d neu/s. O n c e future e a r n i n g s turn 
o u t to b e b e t t e r than the g l o o m y f o r e c a s t s , the price 
a d j u s t s u p w a r d s . S i m i l a r l y , the e q u i t y of companies w i t h 
h i g h P E s is t h o u g h t to be o v e r v a l u e d b e f o r e falling in 
p r i c e . 
D e B o n d t a n d T h a l e r (1985) set out to test the 
‘overreaction‘ h y p o t h e s i s and find out that p o r t f o l i o s of 
the vi/orst (low PE) p e r f o r m i n g stocks over a given period 
c o n s i s t e n t l y o u t p e r f o r m the m a r k e t o v e r subsequent periods 
w i t h m o s t of the e x c e s s r e t u r n s r e a l i z e d in January - the 
January effect. 
J a n u a r y effect 
A l t h o u g h the J a n u a r y e f f e c t in U S stocks and HK stocks 
a r e well d o c u m e n t e d in the l i t e r a t u r e (e.g. see R e i n g a n u m 
(1983) a n d H o (1989)) there is little evidence to support 
the v i e w t h a t the PE e f f e c t can be e x p l a i n e d in part by the 
J a n u a r y e f f e c t、 In 1 9 9 1 , K l e i n and R o s e n f e l d show that 
1 jaffe Keim and Westerfield (1989) conclude that frcm 1951 to 1968 the PE effect is 
significant only in January. Fran 1969 to 1986, the PE effect is present in all twelve months. 
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w h e n s t o c k s are c a t e g o r i z e d b a s e d on PE r a t i o s and earnings 
e x p e c t a t i o n s , the J a n u a r y effect a p p e a r s to be present: 
they find that firms^ w i t h lowest PE r a t i o s and w i t h the 
lowest e x p e c t e d a n n u a l e a r n i n g s p e r share experience 
a b n o r m a l r e t u r n s and o u t p e r f o r m a l l o t h e r low PE stocks in 
J a n u a r y . T h e a b n o r m a l r e t u r n s in J a n u a r y , a c c o r d i n g to 
K l e i n a n d R o s e n f e l d , is p a r t i a l l y a t t r i b u t e d to security 
a n a l y s t s in D e c e m b e r of the p r e c e d i n g year consistently 
u n d e r e s t i m a t e y e a r - e n d a n n u a l e a r n i n g s for s t o c k s w i t h the 
lowest l e v e l of e x p e c t e d e a r n i n g s and the lowest PE r a t i o s . 
W e are u n a b l e to p r o c e e d further on the c o r r e l a t i o n of 
e a r n i n g e x p e c t a t i o n s w i t h low PE effect b e c a u s e IBES 
e a r n i n g s e x p e c t a t i o n i n f o r m a t i o n could not be obtained in 
g o o d t i m e . W e w o u l d t h e r e f o r e c o n c e n t r a t e on the low PE 
effect in this p r o j e c t . 
Firm size effect 
B a n z (1981) a s s e r t s that there is a relationship 
b e t w e e n the size of a firm and its PE and that the PE 
e f f e c t is a p r o x y for firm size e f f e c t . T h e same author 
s h o w s that c o m m o n s t o c k of small N Y S E firms earned higher 
r i s k - a d j u s t e d r e t u r n s , on a v e r a g e , than the common stocks 
of large N Y S E f i r m s . R e i n g a n u m (1981) c o n c l u d e s from his 
t e s t s , w h i c h are b a s e d on a c o m p o s i t e A M E X - N Y S E sample of 
f i r m s , that the size effect s u b s u m e s the PE e f f e c t . 
H o w e v e r , B a s u (1983) c o m e s to a d i f f e r e n t conclusion and 
a s s e r t s that w h i l e the c o m m o n stock of s m a l l NYSE firms 
2 They ocnfine their researdi to firms vbose financial year end Decenter 31. 
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a p p e a r to h a v e earned considerably higher returns than the 
c o m m o n stock of large NYSE f i r m s , the size effect virtually 
d i s a p p e a r s when returns are controlled for differences in 
risk and PE r a t i o s , that i s , the low PE effect is still 
s i g n i f i c a n t even after experimental control is exercised 
over d i f f e r e n c e s in firm s i z e s . S i m i l a r l y , Graham (1973) 
found that the PE effect is present even among the thirty 
D o w J o n e s I n d u s t r i a l s , w h i c h are hardly a group of small 
firms for the small firm effect to be v a l i d . 
M o s t of the H o n g Kong firms u/ith shares trading in the 
local stock m a r k e t can be described as small if not tiny 
and h a v e low PE ratios w h e n compared u/ith those stocks 
t r a d i n g in the U S m a r k e t s . In a d d i t i o n , shares for small 
firms are u s u a l l y traded in a thin m a r k e t condition. In 
this p r o j e c t , u/e w o u l d look at the correlation between low 




STATEMENT OF OBJECTIVES 
A d o p t i n g in large the theoretical and research 
f r a m e w o r k used by Klein and Rosenfield (1991) , u/e will 
t h e r e f o r e a t t e m p t to find out the following in this study: 
O b j e c t i v e 1 - whe t h e r there is the existence of low PE 
effect for H o n g Kong stocks. 
O b j e c t i v e 2 - u/hether the risk-adjusted returns of Hong 
K o n g stocks stratified on the magnitude of 
PE ratios u/ould exhibit any seasonal 
p a t t e r n s . 
O b j e c t i v e 3 - wh e t h e r the risk-adjusted returns of Hong 
Kong stocks stratified on the magnitude of 
PE ratios and then on firm sizes u/ould 
exhibit any seasonal patterns. 
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C H A P T E R 4 
R E S E A R C H H Y P O T H E S E S 
B a s e d on the a f o r e m e n t i o n e d o b j e c t i v e s , our study is 
set out to test the following hypothesis: 
H y p o t h e s i s 1 一 “ H o n g Kong stocks with low PE ratios earn 
higher ri sk-adj us ted returns than other 
stocks•“ 
H y p o t h e s i s 2 一 “ The risk-adJusted returns of Hong Kong 
stocks when stratified on the magnitude of 
PE ratios have seasonal patterns.“ 
H y p o t h e s i s 3 一 “ The risk-adjusted returns of Hong Kong 
stocks when stratified on the magnitude of 





Rese a r c h Desi.gn 
O u r r e s e a r c h is a descriptive study guided by the 3 
h y p o t h e s e s . A cross-sectional sample of elements from the 
po p u l a t i o n of in t e r e s t , H o n g K o n g stocks, vuill be dravm and 
the e m p h a s i s is on the generation of summary statistics 
such as a v e r a g e s and per c e n t a g e s and the relation of these 
summary s t a t i s t i c s . A cross-classification analysis u/ill 
be c o n d u c t e d on the summary statistics to confirm or reject 
the h y p o t h e s e s . 
To c a l c u l a t e abnormal returns for each stock in our 
sa m p l e , common stock returns are assumed to be generated by 
the m a r k e t m o d e l : 
Rit = + + % � 
u/here R^^ is the realized rate of return for stock i on 
m o n t h t, ay and are the intercept and slope coefficient 
calculated for the thirty-month or forty-two month trading 
period p r e c e d i n g January of each year of our study period, 
R證t is the corresponding rate of return for the market 
p o r t f o l i o in m o n t h t’ and e^ f. is the abnormal return of 
stock i for m o n t h t in the study p e r i o d . 
T h e H a n g Seng Index is used in this study as a proxy 
to m a r k e t p o r t f o l i o because it is the oldest and most 
1 1 
w i d e l y u s e d index in H o n g K o n g 、 T h e H a n g S e n g Index is 
c o m m o n l y u s e d a s a p e r f o r m a n c e b e n c h m a r k a g a i n s t which the 
p e r f o r m a n c e of m a n y fund m a n a g e r s in H o n g K o n g stocks are 
m e a s u r e d . B e s i d e s , if o u r findings are of any p r e d i c t i v e 
u s e , the p r o x y to m a r k e t p o r t f o l i o must be such that it can 
b e r e a d i l y a n d c o n v e n i e n t l y c o m p u t e d and u p d a t e d and we 
t h e r e f o r e t h i n k it is best to use the H a n g Seng Index as 
the p r o x y . 
T h e a v e r a g e a b n o r m a l r e t u r n for m o n t h t in the event 
p e r i o d is d e f i n e d as 
n 
AR^ » ( E e^i- ) /n (2) 
w h e r e n is the n u m b e r of s e c u r i t i e s in the sample for month 
t. T h e c u m u l a t i v e a v e r a g e r e t u r n for p e r i o d T is defined 
by 
CAR^ - I AR^ , T ^ t, ' t, ^ I (3) 
T h e p a r a m e t r i c 亡一 test is u s e d to determine the 
s t a t i s t i c a l s i g n i f i c a n c e of the f i n d i n g s . The n u l l 
h y p o t h e s i s is that the m e a n c u m u l a t i v e average residual 
o v e r p e r i o d T is e q u a l to z e r o , that i s , there is no 
a b n o r m a l r i s k - a d j u s t e d r e t u r n s . 
H y p o t h e s e s 1 & 2: In the first set of tests, stocks 
a r e r a n k e d a c c o r d i n g to the m a g n i t u d e of their PE ratios 
a n d p l a c e d into o n e of four q u a r t i l e s . PEj is designated as 
3 A ccncise description of the Hang Seng Index can be found in section 4.3 of Tte 
PinanHal Markets of Hong Rong by A. Freris. 
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those stocks w i t h the lowest PE ratios and PE^ as those 
s t o c k s u/ith the highest PE r a t i o s . PE ratios are 
c a l c u l a t e d based on the closing price of the stocks on the 
p o r t f o l i o formation date and the reported earnings per 
share (EPS) over the previous fiscal y e a r . The earnings 
per share information are based on the EPS data obtained 
from the W a r d l e y C a r d . S p e c i f i c a l l y , the first portfolio 
q u a r t i l e s are formed on December 18, 1989, w i t h PE ratios 
b a s e d o n each stock ‘ s December 18 closing price and 
r e p o r t e d EPS for the 1988 fiscal y e a r . Mean abnormal 
r e t u r n s a r e calculated for each stock from January 1, 1990 
to D e c e m b e r 3 0 , 1990. The portfolio formation procedure is 
r e p e a t e d o n December 1 8 , 1990 and the corresponding average 
r e s i d u a l s a r e calculated from January 1, 1991 to December 
3 0 , 1 9 9 1 . 
H y p o t h e s i s 3: After the testings for Hypotheses 1 & 2 
in u/hich firms are stratified according to the PE ratio, u/e 
w o u l d further stratified each PE quartiles into two 
d i f f e r e n t firm sizes. Firms sizes classification would be 
based on the m a r k e t capitalization on the portfolio 
formation d a t e , i.e., the stock price times the outstanding 
shares on the p o r t f o l i o formation d a t e . 
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D a t a c o l l e c t i o n m e t h o d 
T h e f o l l o w i n g d a t a h a v e to be c o l l e c t e d for the study: 
Data Period Sources Purpose 
Annual EPS 1988-89 WC PE ratio 
Monthly Closing Stock Price 6.86-11.91 SJ PE ratio, i?" 
and Capitalization Changes 
Stock prices 18.12.89 & SCMP 
18.12.90 PE ratio 
Outstanding shares 12.89 & SJ market 
12.90 capitalization 
Dividends, stock splits 6.86-11.91 SJ 及“ 
Monthly Stock Return 6.86-11.91 SJ ay, & ^：介 
Monthly Market Return 6.86-11.91 SJ 
w h e r e SJ is the S e c u r i t i e s J o u r n a l p u b l i s h e d by the H o n g 
K o n g S t o c k E x c h a n g e and W C is the W a r d l e y C a r d . The 
m o n t h l y r e t u r n o f the H a n g S e n g Index is used as a proxy to 
the m a r k e t p o r t f o l i o . C a p i t a l i z a t i o n changes like 
d i v i d e n d s , b o n u s s t o c k , b o n u s w a r r a n t s , stock s p l i t , right 
issues a r e a l s o r e c o r d e d so that the m o n t h l y rate of return 
a n d PE r a t i o of i n d i v i d u a l stocks could be adjusted 
a c c o r d i n g l y . T h e share o u t s t a n d i n g at the end of D e c e m b e r 
is t a k e n as the share o u t s t a n d i n g on the portfolio 
f o r m a t i o n d a t e o n D e c e m b e r 1 8 . The error w o u l d be small 
b e c a u s e o f the short time d i f f e r e n c e i n v o l v e d . 
S a m p l i n g (method, s i z e , frame) 
T h e s a m p l i n g p o p u l a t i o n g e n e r a l l y consists of all H o n g 
K o n g s t o c k s w h i c h is listed and traded in the stock 
e x c h a n g e b e f o r e J u n e 1987 and c o n t i n u e d to be traded up to 
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the end of 1991. T h i s is basically a technical requirement 
since we have to derive the market-model equation for 
c a l c u l a t i n g the a b n o r m a l returns of the subsequent period. 
T h e first thirty months and forty-two months of stock price 
data w o u l d be employed for the computation of a^ and Pj for 
use in the market equation in the subsequent two years: 
1990 and 1991, w h i c h is our study period to test out the 3 
h y p o t h e s e s . Since the beta of stock would vary over time, 
a m i n i m u m of 30-raonth period and a maximum of 42-month 
p e r i o d for estimating the market m o d e l equation is deemed 
to p r o v i d e reliable and valid betas for the calculation of 
a b n o r m a l r e t u r n s . If stocks are delisted in 1990, the 
stock w o u l d be discarded for further a n a l y s i s . If stocks 
are d e l i s t e d in 1991, the abnormal returns of the stock 
w o u l d up calculated up to the end of 1990. 
To limit the number of firms that we have to survey, 
we have defined the sampling frame to be consisting of all 
Hong Kong stock of firms that have a fiscal year ending 
December 3 1 . Hong Kong firms are free to choose their 
fiscal year but most of them would either pick December 31 
to coincide with the calender year or March 31 to coincide 
w i t h the Government fiscal y e a r . Since there is no reason 
for firms of different PE ratio or firm size to choose a 
particular date for ending its fiscal y e a r , the imposition 
of this sampling criteria should not compromise the 
validity of the findings of our study. 
The sampling frame consists of about one fifth of the 
sampling population and a l l of them would be surveyed for 
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m o n t h l y r e t u r n s , a b n o r m a l returns and market capital-
i z a t i o n . 
Data collection process 
T h e required data are collected from the identified 
s o u r c e s in the first quarter of 1992. Data of each stock 
are c o p i e d into a s p e c i a l designed form that would minimize 
the p o s s i b i l i t y of erroneous entry. There are several 
s t o c k s w h o s e trading record in the Security Journal are 
i n c o m p l e t e and have to be discarded for further study. The 
d a t a c o l l e c t e d is very a c c u r a t e . 
A d d i t i o n a l Sample Screening 
D u r i n g analysis and interpretation, two additional 
filters w o u l d be applied to screen the data: 
(1) the d e t e r m i n a t i o n coefficient (r^) has to be above 
a certain f i g u r e , and 
(2) the earnings of the firm must not be negative. 
2 
The limit of r value would be chosen to ensure that 
the market equation is generally applicable to the stock 
and that not too many stocks are eliminated in this 
p r o c e s s . The second criteria is quite obvious since we are 
not to d e a l w i t h negative PE ratios. 
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CHAPTER 6 
A N A L Y S I S A N D INTERPRETATION 
Sample size 
A l t o g e t h e r there are 79 stocks in our sampling frame 
and their names can be found in Appendix A . This is about 
one fifth of the sampling population of 350 stocks. From 
an e x a m i n a t i o n of the composition of firms in our sampling 
f r a m e , it can be concluded that it is representative of the 
m a r k e t p o r t f o l i o of the H o n g Kong stocks. In two 
o c c a s i o n s , the 30-inonth m i n i m u m listing period requirement 
is relaxed to 29-month in order that two more sample could 
be o b t a i n e d . 
M o n t h l y returns & adjustment for capitalization chancres 
M o n t h l y returns for each stock is calculated from the 
m o n t h l y stock p r i c e s , dividends and capitalization changes 
a c c o r d i n g to equation (4). For simplicity, it is assumed 
that all bonus vx/arrants are liquidated and counted together 
u/ith d i v i d e n d s as part of the monthly return, all stock 
after splitting and bonus stocks are retained, and all 
right issues w i l l be subscribed. In line u/ith the general 
p e r c e p t i o n , we noted that monthly rate of return is mainly 
affected by the change in market value rather than by 
dividends and bonus issues. 
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R , PK + D -
"k , (4) 
fVi 
w h e r e Rj^  = A c t u a l Monthly Rate of Return of 
S t o c k , 
= Stock price at end of Month k 
after adjusting for 
capitalization c h a n g e , and 
D = Dividend and Proceed from sale 
of bonus w a r r a n t . 
T h e market m o d e l linear regression analysis 
We then carried out the two market m o d e l linear 
r e g r e s s i o n analysis for each stock for the 30- and 42-month 
p e r i o d s . T h e 30-month statistics from July 1987 to 
D e c e m b e r 1989 w i l l be used for the calculation of monthly 
excess return for 1990; the 42-month statistics from July 
1987 to D e c e m b e r 1990 w i l l be used for the calculation of 
monthly excess return for 1991. The market m o d e l linear 
regression analysis and the subsequent excess return 
c a l c u l a t i o n are carried out with the assist3n«、e of the 
Lotus 123. The results of the market m o d e l analysis and 
excess return estimations for each stock is shown in 
A p p e n d i x A and summarized in Table 1. 
In T a b l e 1, it can be noted that the betas and 
coefficient of determinations (r^) for the 30- and 42-month 
p e r i o d s of each stock are close to each other indicating 
that there is no substantial change in risk-return 
r e l a t i o n s h i p in the additional 12 months in 1990. This is 
reasonable given that the m a r k e t , in term of the Hang Seng 
I n d e x , is fairly stable during 1990: beginning at a low of 
2 7 5 1 , reaching a peak of 3438 in July before closing at 
3 0 2 4 . 
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T h e c o e f f i c i e n t o f d e t e r m i n a t i o n s and betas are 
f u r t h e r e x a m i n e d in later s e c t i o n s . 
T a b l e 1 
S u m m a r y o f M a r k e t M o d e l R e g r e s s i o n A n a l y s i s . 
June 87 - Dec 89 June 87 - Dec 90 
Nane fi fi 
Asia Securities 1.34 0.58 1.31 0.55 
Bank of East Asia 0.85 0.75 0.83 0.73 
Cathay City 1.30 0.34 1.36 0.35 
Cavendish 0.86 0.73 0.82 0.69 
Century City 1.82 0.68 1.68 0.62 
Cheung Kong 1.05 0.84 1.07 0.83 
China Entertainment # 1.27 0.25* 1.28 0.27* 
Chinese Estate 1.31 1.21 0.39 
Chow Sang Sang 1.18 0.41 1.18 0.^1 
Cathay Pacific 0.84 0.74 0.87 0.72 
Conic Investmait # 0.79 0.33 0.76 0.21* 
Cross Harbour 0.37 0.28* 0.38 0.29* 
Crusader m 2.17 0.32 2.08 0.31 
Dairy Farm 0.90 0.63 0.92 0.59 
ED & F Man# 1.15 0.幼 1.00 0.34 
Far East Hldg f 1.38 0.58 1.28 0.51 
Far East Hotels 1.80 0.37 1.71 0.36 
FP Special Assets 0.97 0.34 1.00 0.33 
FP Bancshares 1.35 0.23* 1.38 0.25* 
Guangdong Inv. 9f 1.37 0.46 1.36 0.39 
HAECX) 1.06 0.45 1.07 0.45 
Hang Seng Bank 0.96 0.87 0.95 0.82 
HK Electric 0.57 0.80 0.60 0.74 
HK Ferry I M 0.74 1.39 0.72 
HK Building & Loan 0.15 0.09* 0.15 0.09* 
HK Land 0.79 0.63 0.80 0.61 
HK & China Gas 0.81 0.22* 0.91 0.27* 
HK & Shanghai Hotel 1.08 0.63 1.08 0.63 
HK Worsted Mills 1.38 0.40 1.26 0.36 
HSBC 0.68 0.73 0.66 0.69 
Hutchison Whampoa 1.14 0.91 1.15 0.89 
Hysan 1.09 0.73 1.05 0.69 
Jardine Matheson 1.36 0.76 1.35 0.73 
Jardine Motors 1.27 0.81 1.32 0.80 
Jardine Strategic 1.16 0.83 1.13 0.80 
Kader Holdings # 1.03 0.50 1.02 0.45 
Ka Wah Bank 0•的 0.19* 0.57 0.12* 
KNong Sang Hong 0.幼 0.15* 0.61 0.19* 
KMB 0.75 0.80 0.75 0.78 
Lafe Holdings # 1.32 0.31 1.22 0.28* 
19 
Table 1 (cont'd) 
Summary of Market Model Regression Analysis. 
June 87 - Dec 89 June 87 - Dec 90 
Name fi fi 
Lam Soon 1.56 0.47 1.55 0.幼 
Lee Hing 1.10 0.67 1.14 0.65 
LET Pacific 1.86 0.23* 1.69 0.21* 
Lippo 0.88 0.2^ 1.02 0.26* 
Liu Chong Hing 1.28 0.83 1.23 0.82 
Luks Industrial 1.36 0.52 1.50 0.49 
Mandarin 1.15 0.70 1.15 0.68 
Mansion House 9 1.39 O M 1.48 0.42 
Min Xin 1.24 0.38 1.32 0.32 
Nanyang Cotton 0.68 0.27* 0.71 0.25* 
Orient Overseas 0.41 0.05* 0.71 0.09* 
Paliburg 1.22 0.59 1.25 0.61 
Park Hotels 0.93 0.29* 0.85 0.25* 
Playmates 1.35 0.59 1.45 0.26* 
Sunma Promet 1.68 0.42 1.61 0.41 
Public Inf 1 0.55 O.O^ 0.64 0.06* 
Raymond Industrial 0.60 0.18* 0.75 0.21* 
Regal Hotels 1.19 0.52 1.19 0.40 
San Miguel 0.99 0.77 1.00 0.73 
Shun Tak 1.77 0.33 1.71 0.33 
South Sea 0.81 0.32 0.82 0.33 
Standard Lloyds 1.29 0.13* 1.30 0.14* 
Sun Hung Rai & Co 1.64 0.78 1.54 0.71 
Swire Pacific 1.22 0.92 1,2A 0.88 
Tai Ping Carpet 0.57 0.15* 0.76 0.19* 
Tai Sang Land 1.67 0.67 1.61 0.6^ 
Tak Wing Invest 9f 1.72 0.67 1.60 0.49 
Tek Lee Finance 9 - 0.06* 0.14 0.00* 
Tian An Invest 1.31 0.54 1.32 0.49 
TVE & IVB 0.84 0.61 0.87 0.60 
lyifull 1.34 0.^1 1.36 0.43 
tMon Bank 1.26 0.69 1.31 0.54 
Universal Appl # 0.42 1.57 0.29* 
Vfah Shing Toys 1.01 0.35 1.04 0.36 
Wing On Co 1.66 0.62 1.58 0.59 
Wing On Holdings 1.54 0.42 1.43 0.39 
Winland Invest 9 0.12 0.00* 0.31 0.01* 
Wong Industrial I M 0.62 1.50 0.63 
Yuen Sang 1.12 0.12* 1.19 0.14* 
Notes: 1. Firms with 9and # have negative after-tax earnings before extra-
ordinaries for fiscal year ending 1988 and 1989 respectively, th炒 
will be discarded for further analysis. 
2. Films with * have determination market model determination 
coeffici如t of less than 0.3, th^ will be discarded for further 
analysis. 
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A d d i t ional screenings for data 
A f t e r the m a r k e t m o d e l regression a n a l y s i s , it is 
found that not all the 79 firms could be used for further 
a n a l y s i s . First of a l l , it is recognized that the actual 
m o n t h l y rate of return of some stocks may deviate dra-
stically from the performance of the H a n g Seng Index and 
the linear relationship assumed by the market model vi;ould 
not be a valid description of their relationship. The 
inclusion of such stocks in our further analysis may 
a c t u a l l y corrupt the r e s u l t . In choosing the limiting 
value for the determination coefficient, u/e have to 
m a i n t a i n a balance betu/een adequate sample size as u/ell as 
to ensure their validity in our a n a l y s i s . Given the 
follou/ing statistics: 
r^ equal to 




u/e have decided that those stocks with a determination 
coefficient of less than 0.3 will not be used for further 
a n a l y s i s . For the screened stocks for further analysis in 
this s t u d y , the m a x i m u m r^ is 0.92 for Svx/ire Pacific. This 
is not surprising since it is a constituent stock of the 
H a n g Seng I n d e x . 
There is 22 stocks being screened out by this filter 
and they are m a r k e d with a * against the r in Table 1. 
They are generally small firms or firms known to have 
u n d e r g o n e m a j o r ownership or management changes from 1987 
to 1990. 
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T h e n , w e w o u l d screen out those stocks with a negative 
e a r n i n g for the fiscal year ending 1988 or 1989 since our 
present m e t h o d o l o g y could not deal with negative PE ratio. 
A s a result a further 11 samples were screened out and they 
are m a r k e d w i t h # and @ against their names in Table 1. 
They are again s m a l l market capitalization stocks. 
A f t e r the two levels of additional screening, there 
are 102 samples (or 51 stocks per p e r i o d ) still remaining 
and the m i n i m u m beta is 0.57 for Hong Kong Electric and the 
m a x i m u m is 1.82 for Century City with an arithmetic average 
of 1.21 and a standard deviation of 0 . 3 0 . It must be 
e m p h a s i z e d that 1.21 is the average of a l l the betas but 
not the b e t a of a p o r t f o l i o of the stocks; in practice the 
average of a l l b e t a s should be closed to, but not 
n e c e s s a r i l y , 1. 
C o m p a r i s o n of b e t a s witl"^ published results 
It is not the purpose of this research project to look 
for the intrinsic p r o p e r t i e s of betas nor the character-
istics of b e t a s of specific stock or portfolio of stocks, 
but a comparison w i t h other published data is warranted in 
order that insights can be gained on the accuracy and 
validity of our m e t h o d o l o g y . 
M o k , Lam and Cheung (1990) is one of the latest 
studies on the b e t a s of Hong Kong stocks and there are 16 
stocks w h i c h coincide with our study. In Table 2, our 30-
raonth b e t a s are compared with their 5th sub-period {1988 to 
May 1989, 17-month) and full period (1980 to May 1989) 
b e t a s . 
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Table 2 
C o m p a r i s o n of b e t a v a l u e s by this study a n d 
b y M o k , L a m a n d C h e u n g (1990) 
Mok, Laa & Cheung(1990) 
Naae This Study 5th subperiod full period 
7.87-12.89 1.88-5.89 1.80-5.89 
Bank of East Asia 0.85# 0.645 0.848 
Hang Seng Bank 0.96 0.627 0.671 
Hong Kong Bank 0.68# 0.550 0.669 
HK & China Gas * 0.81 0.653 0.558 
HK Electric 0.57辦 0.530 0.589 
KM Bus 0.75@ 0.713 0.A68 
Cheung Kong 1.05@ 1.143 0.783 
Hong Kong Land 0.79@ 0.821 0.699 
Hysan 1.09@ 0.999 0.670 
Hutchison Whampoa 1.208 0.795 
Jardine Matheson 1.36 1.061 0.732 
Swire Pacific 1.22 0.903 0.701 
Conic * 0.79 0.110 0.230 
HAECO 1.06 0.824 0.451 
San Miguel 0.99 0.856 0.420 
Regal Hotels 1.19@ 1.162 0.538 
Note: 1. Stocks with * are not used for further analysis in 
this study. 
2. Betas with # are within 土 10无 of the corresponding 
full period betas. 
3. Betas with @ are within 士 10无 of the correpponding 
5th subperiod betas. 
Source: Mok, Lam and Cheung (1990), An Exploration on Risk 
and Return of Hong Kong Stocks, The Securities Journal, Feb 1990， HKSE. 
T h e r e are 7 a n d 3 s t o c k s whose b e t a s from our study 
a r e c l o s e to the 5th s u b - p e r i o d and full p e r i o d of their 
s t u d y . B e a r i n g in m i n d that the proxy to m a r k e t portfolios 
u s e d by them are d i f f e r e n t from ours and the study periods 
for r e g r e s s i o n a n a l y s i s are d i f f e r e n t , we can conclude that 
the r e s u l t of o u r a n a l y s i s is comparable to that of their 
a n d that o u r m e t h o d o l o g y is a p p r o p r i a t e . 
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M o n t h l y abnormal returns 
A f t e r carrying out the market m o d e l regression 
a n a l y s i s , w e can calculate the monthly abnormal returns 
a c c o r d i n g to equation (1) for each stock for 1990 based on 
the m a r k e t m o d e l equation deduced from the past 30-month 
period and for 1991 based on the market model equation 
deduced from the past 42-month p e r i o d . The results for 
each stocks are shou/n in Appendix A . 
PE ratios and quartiles 
T h e PE ratio is calculated by dividing the portfolio 
formation date price per share by the previous fiscal year 
earnings per s h a r e , w h i c h is taken as the previous year‘s 
after tax but before extra-ordinaries earnings per share. 
S i n c e there m a y be share d i v i d e n d , right issue or stock 
split d u r i n g the intervening p e r i o d , the previous year‘s 
earnings per share values vi/ill be adjusted accordingly in 
the computation of the PE r a t i o . 
The name of stocks in each quartile in each period are 
shou/n in A p p e n d i x B . There is 13 stocks per quartile 
except the fourth quartile vi/hich has 12 stocks. The range 
of PE of the four quartiles and some summary statistics for 
the two different periods are compared in Table 3. When 
the m e d i a n of PE ratios in each quartile are compared 
across p e r i o d s , it can be seen that stocks in 1990 have a 
tighter range of PE than that in 1989. 
From Appendix B , it can however be observed that the 
PE ratios of individual firm over the two different periods 
are close to each other but they do not necessarily remain 
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in the s a m e PE q u a r t i l e since the range of PE ratios over 
a q u a r t i l e is n o t s t a t i o n a r y over t i m e . 
T a b l e 3 
C o m p a r i s o n o f r a n g e o f PE r a t i o s , m e d i a n PE r a t i o s for 
d i f f e r e n t q u a r t i l e s , a n d n u m b e r of s t o c k s coraraon 
t o b o t h p e r i o d s for t h e d i f f e r e n t q u a r t i l e s and 
p o r t f o l i o f o r m a t i o n d a t e . 
Portfolio Range No. of stocks 
PE Formation of Median common to both 
Quartile Year PE PE periods 
PEj 1989 1.98 - 6.04 3.98 
1990 1.20 - 6.35 7 
PEj 1989 6.58 - 9.67 10.09 
1990 7.12 - 10.82 8.03 6 
PE3 1989 10.86 - 16.64 12.62 
1990 9.70 - 13.28 11.50 5 
PE^ 1989 17.18 -106.71 26.67 
1990 13.83 -112.00 24.22 5 
PE q u a r t i l e s and firm sizes 
T h e m a r k e t c a p i t a l i z a t i o n of firms for each PE 
q u a r t i l e a n d for each p e r i o d is shou/n in A p p e n d i x B and 
s u m m a r i z e d in T a b l e 4 belou/. For each p e r i o d , the market 
c a p i t a l i z a t i o n is taken as m a r k e t c a p i t a l i z a t i o n on the 
p o r t f o l i o f o r m a t i o n d a t e . W h i l e the stock prices on the 
p o r t f o l i o f o r m a t i o n d a t e s could be o b t a i n e d readily from 
n e w s p a p e r , the n u m b e r of c o m m o n stocks o u t s t a n d i n g at that 
d a t e p r o v e d d i f f i c u l t to find and vi/e have to use the number 
of c o m m o n s t o c k s o u t s t a n d i n g by the end of December as a 
p r o x y i n s t e a d . T h i s s l i g h t d i f f e r e n c e s in timing is, 
h o w e v e r , u n l i k e l y to i n t r o d u c e inaccuracy into our study 
since u/e do n o t r e c o r d any s i g n i f i c a n t capitalization 
c h a n g e in any of our sample d u r i n g this p e r i o d , probably 
b e c a u s e it is n e a r the end of their fiscal y e a r . 
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Table 4 
S u m m a r y of m a r k e t c a p i t a l i z a t i o n in the PE q u a r t i l e s 
PE MARKET CAPITALIZATION 1990 1991 
QUARTILE (in $ million) No. % No. X 
PEj less than 1,000 9 1.A6 8 1.38 
1,000 - 4,999 2 1.64 3 2.35 
5,000 - 19,999 1 1.94 0 0.00 
20,000 and above 1 14.60 2 16.57 
PE2 less than 1,000 1 0.33 3 0.50 ； 
1,000 - 4,999 6 4.52 8 6.25 
5,000 - 19,999 4 16.35 2 8.23 
20,000 and above 2 15.22 0 0.00 
PE3 less than 1,000 A 0.39 3 0.38 
1,000 - 4,999 6 5.28 A 2.97 
5,000 - 19,999 2 9.63 3 15.89 
20,000 and above 1 9.22 3 21.57 
PE^ less than 1,000 6 0.77 6 0.92 
1,000 一 4,999 4 A.09 4 3.08 
5,000 - 19,999 0 0.00 1 5.57 
20,000 and above 2 14.59 1 7.60 
SBBSSSSSSSSSSSBSSBSSS^^^ S^S^SSSSSS^ B^SBSSSSS^^^BBSSSSBSSS^^^SSSS^^^BSSBS^^^ B^SSSSSSSSSSS^BSSSBSS^BBSS^BBSSSSSBSS^ B^SBSBSSSBSSSSSSS 
Notes: 1. No. = No. of firms 
2. % = ratio of the firms‘ market capitalization to the 
total market capitalization of the year. 
3. The market capitalization of stocks are taken as at 
the portfolio formation dates of December 18 of 1989 
and 1990. 
It can be o b s e r v e d that firms with market 
c a p i t a l i z a t i o n of less than $1,000 m i l l i o n dominate in both 
the first and the last PE q u a r t i l e s w h i l e those firms with 
m a r k e t c a p i t a l i z a t i o n of b e t w e e n $1,000 to $5,000 million 
d o m i n a t e the s e c o n d and third PE q u a r t i l e s . Since the 
m a r k e t c a p i t a l i z a t i o n of firms do not change significantly 
o v e r the p e r i o d , therefore we would define small firms as 
firms w i t h a m a r k e t c a p i t a l i z a t i o n of less than $1,000 
m i l l i o n for the p u r p o s e of this s t u d y . It must however be 
n o t e d that this d e f i n i t i o n is p o s s i b l e because there is 
o n l y two p e r i o d s in this study and there is no substantial 
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c h a n ge in m a r k e t c a p i t a l i z a t i o n s . 
In the first PE q u a r t i l e , an average of 65% of the 
firms a r e small firms. T h e r e f o r e , it is fair to conclude 
that m o s t low PE firms are small firms^ and that the low PE 
effect vi;ould likely to be a proxy to the small firm effect. 
O f n o t a b l e exception to the small firms in the first PE 
q u a r t i l e are the H o n g K o n g & Shanghai Banking Corporation, 
H y s a n D e v e l o p m e n t and Cathay Pacific A i r w a y s . 
In the second PE q u a r t i l e , an average of 15% of the 
firms a r e small firms and 77% of them are m e d i u m size 
f i r m s . S i m i l a r l y , in the third PE q u a r t i l e , an average of 
37% of the firms are small firms and 58% of them are medium 
size f i r m s . T h e r e f o r e , it is fair to conclude that most 
m e d i u m PE firms are m e d i u m size firms of market capital-
ization b e t w e e n $1,000 and $20,000 m i l l i o n . 
In the fourth PE q u a r t i l e , half of the firms are small 
firms and 37.5% are m e d i u m size firms. T h u s , there is no 
conclusive evidence as to the dorminant firm sizes of the 
highest PE s t o c k s . 
PE ratios and abnormal returns 
T h e PE r a t i o , monthly and annual market-model adjusted 
abnormal returns of the 51 stocks for 1990 and 1991 are 
shown in Appendix B . They are ranked in the order of 
increasing PE ratio and grouped into four PE quartiles for 
each p e r i o d . 
To compute the mean market model adjusted monthly 
^ This conclusiOT is very depended on the definition of small firm. 
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a b n o r m a l r e t u r n s for each PE q u a r t i l e s , the data from 
c o r r e s p o n d i n g q u a r t i l e of e a c h p e r i o d are combined and 
e q u a l w e i g h t i n g ^ is g i v e n to each rate of a b n o r m a l r e t u r n . 
T h e full set of data is shou/n in A p p e n d i x C and summarized 
in T a b l e 5 b e l o w . In A p p e n d i x C , the upper half of the 
d a t a in e a c h q u a r t i l e s are from 1990 and the lou/er half are 
f r o m 1 9 9 1 . 
For the first PE q u a r t i l e , the m e a n m a r k e t - m o d e l 
a d j u s t e d m o n t h l y a b n o r m a l r e t u r n s are n e g a t i v e except for 
A p r i l . G e n e r a l l y , it e n j o y s superior a b n o r m a l returns than 
o t h e r p o r t f o l i o s in F e b r u a r y , M a y and July; u/hile suffers 
i n f e r i o r a b n o r m a l losses in M a r c h , S e p t e m b e r and D e c e m b e r . 
S t a t i s t i c a l l y , the m e a n m o n t h l y a b n o r m a l returns do not 
d i f f e r s i g n i f i c a n t l y from z e r o e x c e p t for October and 
D e c e m b e r (2 m o n t h s ) at the 99% c o n f i d e n c e limit and the 
m e a n m o n t h l y a b n o r m a l r e t u r n s are all n e g a t i v e . T h e r e f o r e , 
t h e r e is n o s t a t i s t i c a l e v i d e n c e to s u g g e s t the lou/ PE 
s t o c k s e a r n s u p e r i o r a b n o r m a l e a r n i n g than other stocks in 
H o n g K o n g in a n y m o n t h . I n d e e d , it earns a m o r e inferior 
a b n o r m a l e a r n i n g s than other stocks in D e c e m b e r . 
For the second PE quartile， the m e a n market-model 
a d j u s t e d m o n t h l y a b n o r m a l r e t u r n s are n e g a t i v e except for 
A p r i l and S e p t e m b e r . G e n e r a l l y , it enjoys superior 
a b n o r m a l r e t u r n s than other p o r t f o l i o s in January and 
5 Value weighting average has been attempted but the results are heavily biased by the 
rate of abnormal return of large market capitalization stocks especially for the first and fourth 
PE quartiles. In addition, equal weighting averaging avoids the conceptual difficulties in 
combining data from the two periods which might otherwise be encountered in the value weighting 
averaging. 
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O c t o b e r ; w h i l e s u f f e r s i n f e r i o r a b n o r m a l losses in J u n e . 
S t a t i s t i c a l l y , the m e a n m o n t h l y a b n o r m a l r e t u r n s do not 
d i f f e r s i g n i f i c a n t l y from zero except in M a y , J u l y , August 
a n d D e c e m b e r (4 m o n t h s ) at the 99% c o n f i d e n c e limit and the 
m e a n m o n t h l y a b n o r m a l r e t u r n s are a l l n e g a t i v e . T h e r e f o r e , 
it d o e s n o t enjoy s t a t i s t i c a l l y s i g n i f i c a n t superior 
a b n o r m a l r e t u r n s than o t h e r stocks but suffer inferior 
a b n o r m a l r e t u r n in J u l y . 
Table 5 
Average Monthly Abnormal (Market-Model Adjusted) 
and Returns for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's 
Actual Price/Last Year Earnings (PE) Ratio. 
FECmaWE J M E E B m A P R M ^ y j l W J U L A l E S E P O C T N C V I f f i C 
PEj (n:26) 
Mean -1.93 -0.43 -2,62 0.59 -2.87 -0.51 -0.85 -3.70 -0.67-4.92 -3.86 -6,33 
Std deviation 7.04 14.12 8.16 4.A0 8.41 10.15 12.08 7.97 6.01 8.79 7.65 5.82 
t-Statistics -l.M) -0.15 -1.64 0.68 -1.7A -0.26 -0.36 -2.37 -0.56 -2.85 -2.57 -5.54 
Significance 0.05 0.01 0.05 0.01 
PE^  (n=26) 
Mean -0.% -2.65 -2.00 2.27 -3.37 -1.24 -6.77-4.01 0.78 -2.62 -2.48 -2.96 
Std deviation 6.32 7.42 12.59 6.19 5.73 6.23 10.25 6.09 7.83 7.91 6A6 3.83 
t一Statistics -0.76 -1.82 -0.81 1.87 -3.00 -1.01 -3.37 -3.36 0.51 -1.69 -1.96 -3.% 
Significance 0.01 0.01 0.01 0.01 
PE? (n:26) 
Mean -2.57 -4.16 1.32 2.40 -3.86 0.23 -4.54 1.93 -5.10-2.28 -3.68 
Std deviation 8.50 7.89 8.82 6.69 8.30 13.07 8.94 5.79 9.18 5.79 5.30 5.75 
t-Statistics -1.54 -2.68 0.77 1.83 -2.37 0.09 -2.76 -3.99 1.07 — A 9 -2.20 -3.27 
Significance 0.05 0.05 0.05 0.01 0.01 0.05 0.01 
PE^ (n=24) 
Mean -5.90-3.52 1.01 -2.25 -3.85 0.00 -5.75 -1.91 1.91 -3.67 -6.61 1.69 
Std deviation 7.14 6.8 15.15 8.98 9.09 5.89 10.37 10.96 5.52 7.92 12.78 27.14 
t-Statistics -2.67 -2.51 0.33 -1.28 -2.07 0.00 -2.72 -0.85 1.69 -2.27 -2.53 0.30 
Significance 0.05 0.05 0.05 0.05 0.05 0.05 
Note: 1. Figures in bold are the superior and in italic are inferior abnoimal PE 
quartile return for a particular month. 
2. Statistical significance levels are calculated as for two-tailed test by 
assuming zero abnoimal returns. 
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F o r the third PE q u a r t i l e , the m e a n m a r k e t - m o d e l 
a d j u s t e d m o n t h l y a b n o r m a l returns are n e g a t i v e except for 
M a r c h , A p r i l , J u n e a n d S e p t e m b e r . G e n e r a l l y , it enjoys 
s u p e r i o r a b n o r m a l r e t u r n s than other p o r t f o l i o s in M a r c h , 
A p r i l , J u n e , S e p t e m b e r and N o v e m b e r ; while suffers inferior 
a b n o r m a l losses in F e b r u a r y , M a y , August and O c t o b e r . 
S t a t i s t i c a l l y , the m e a n m o n t h l y a b n o r m a l returns do not 
t 
d i f f e r s i g n i f i c a n t from zero except in A u g u s t , October and 
D e c e m b e r (3 m o n t h s ) at a 99% confidence limit and the mean 
m o n t h l y a b n o r m a l returns are a l l n e g a t i v e . T h e r e f o r e , it 
d o e s not enjoy s t a t i s t i c a l l y significant a b n o r m a l earnings 
than any o t h e r s t o c k s but suffer inferior a b n o r m a l earnings 
in A u g u s t a n d O c t o b e r . 
For the fourth PE q u a r t i l e , the m e a n m a r k e t - m o d e l 
a d j u s t e d m o n t h l y a b n o r m a l returns are negative except for 
M a r c h , S e p t e m b e r and D e c e m b e r . G e n e r a l l y , it enjoys 
s u p e r i o r a b n o r m a l returns than other p o r t f o l i o s in July and 
December； w h i l e suffers inferior a b n o r m a l losses in 
J a n u a r y , A p r i l and N o v e m b e r . S t a t i s t i c a l l y , a l l the mean 
m o n t h l y a b n o r m a l returns do not differ significantly from 
zero at a 99% c o n f i d e n c e l i m i t . T h e r e f o r e , there is no 
s t a t i s t i c a l e v i d e n c e to suggest that it earn superior or 
i n f e r i o r a b n o r m a l returns than other s t o c k s . 
G e n e r a l l y , it can thus be concluded that for each PE 
q u a r t i l e s , the n u m b e r of m o n t h s that it enjoy superior mean 
a b n o r m a l r e t u r n s equals the number of months that it 
s u f f e r s inferior m e a n a b n o r m a l losses than other 
p o r t f o l i o s . 
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W e are surprised to note that most of the mean 
a b n o r m a l returns are negative especially for those of 
s t a t i s t i c a l l y significance and the positive abnormal 
returns are small in magnitude relative to the negative 
a b n o r m a l r e t u r n s . A thorough discussion of this would be 
u n d e r t a k e n in the section on limitations. The following 
analysis and interpretation would continue to assume that 
our m e t h o d o l o g y is c o r r e c t . 
The PE quartiles with a mean monthly abnormal 
(negative) earnings significantly different from zero for 
any p a r t i c u l a r month are : 
Month PE quartiles 
M a y , July PE〗 
August PE2 and PE3 
October PE^ and PE3 
December P E” PEg and PE3 
S p e c i f i c a l l y , it can be observed that m e a n monthly 
abnormal (negative) returns occur after August except for 
PE2 firms in M a y and J u l y , and all the three PE quartiles 
record statistically significance negative m e a n monthly 
abnormal earnings in D e c e m b e r . It appears that the 
d i s t r i b u t i o n is not r a n d o m . The negative October effect 
observed by K l e i n and Rosenfield (1991) for low PE US 
stocks appears to be present for low PE Hong Kong stocks as 
w e l l . H o w e v e r , this observation is not unique for low PE 
stocks and PE3 stocks also exhibit this phenomenon. It is 
also interesting to note that all except the fourth 
quartile stocks earn negative abnormal returns in December. 
Since IBES earnings expectation is not available for 
analysis in this study, u/e cannot vi/ork on the correlation 
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b e t w e e n a b n o r m a l m o n t h l y r e t u r n s and e a r n i n g s e x p e c t a t i o n 
to d r a w a n y c o n c l u s i o n on their e m p i r i c a l r e l a t i o n s h i p s to 
e x p l a i n t he o b s e r v e d s e a s o n a l p a t t e r n . 
PE r a t i o s and retur n s 
F o r the p u r p o s e of c o m p a r i s o n , the a v e r a g e m o n t h l y 
r e t u r n s for 1990 and 1991 for p o r t f o l i o ranked on the 
m a g n i t u d e of PE r a t i o s a r e shovx/n in A p p e n d i x D and 
s u m m a r i z e d in T a b l e 6 b e l o w . 
Table 6 
Average Monthly Returns for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's 
Actual Price/Last Year Earnings (PE) Ratios 
PE qUAKniE J A N E E B m R A F R 敝 J U N J D L A U 5 S E P 0 C T 聊 ] S C 
Mean 1.83 11.03 2,90 -0.83 3.22 3.47 7.65 -8.85 —.69 1.38-1A2 -1.09 
Std deviation 7.03 13.39 7.16 7.57 7.28 9.88 12.55 10.19 9.29 8.69 7.85 5.85 
Cor coef (%) 26 82 41 11 35 61 87 50 16 18 19 
3.28 9.31 4.22 -0.90 3.典 1.恥 5.38 -7.97 -6.44 5.29 0.61 0.85 
Std deviation 7.42 6.91 11.59 5.89 6.08 6.29 7.82 6.67 9.00 7.52 5.96 4.09 
Cor coef (%) 135 36 15 65 22 69 119 72 70 10 21 
^^an 1.站 7.84 7.25 0.61 3.78 4.32 5.48 -9.55-3.78 3.19 0.49 1.41 
Std deviation 6.33 7.17 8.78 7.25 7.00 13.08 7.53 9.75 11.79 6.97 5.99 4.50 
Cor coef (%) 23 109 83 8 54 33 73 98 32 站 8 31 
^^an 1,16 7,83 6.66 -4.24 3.22 3.65 4.25 -6.29 -3.16 4.03 -4.02 6.19 
Std deviation 9.A0 7.12 15.33 8.84 8.90 5.95 7.98 12.63 5.45 8.A0 27.05 
Cor coef {%) 12 110 45 48 36 61 53 50 58 48 32 23 
Note: Hie maKunum return of the month is in bold, the ndnijnum return of the 
month is in italic. 
It is c o m p u t e d by the same m e t h o d as the abnormal 
r e t u r n s in A p p e n d i x C b u t by substituting the mo n t h l y 
m a r k e t - m o d e l a d j u s t e d a b n o r m a l returns by the mont h l y 
r e t u r n s . If the r i s k - r e t u r n r e l a t i o n s h i p of the stock in 
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e a c h q u a r t i l e a r e s i m i l a r , u/e u/ould e x p e c t to see that the 
m o n t h l y r e t u r n of the four PE q u a r t i l e s to rise and fall 
s i m u l t a n e o u s l y at a similar m a g n i t u d e . 
G e n e r a l l y , it can be said that the m e a n m o n t h l y return 
of the four PE q u a r t i l e s m o v e up and dovm s i m u l t a n e o u s l y on 
a m o n t h - t o - m o n t h b a s i s . O n a v e r a g e , all stocks register 
h i g h e s t p o s i t i v e m e a n m o n t h l y r e t u r n in F e b r u a r y , the next 
h i g h e s t in J u l y and then M a r c h . T h i s a g r e e s u/ith the 
c o m m o n o b s e r v a t i o n of the ‘ Lunar Neu/ Y e a r effect ‘ in w h i c h 
the s t o c k p r i c e s soar b e f o r e and after the Lunar N e w Year 
H o l i d a y in F e b r u a r y and M a r c h . T h e r e are several 
b e h a v i o u r a l e x p l a n a t i o n to this e m p i r i c a l o b s e r v a t i o n but 
u/e w o u l d s u g g e s t a n a d d i t i o n a l theory that by this time of 
the y e a r m o s t of the r e s u l t of the firms ‘ earnings in the 
p r e v i o u s y e a r w o u l d b e c o m e k n o w n i n v e s t o r s u/ould also begin 
to t r a d e o n the e a r n i n g s e x p e c t a t i o n s . 
O n the o t h e r h a n d , all stocks register the most 
n e g a t i v e meai： m o n t h l y r e t u r n in A u g u s t and then in 
S e p t e m b e r . T h i s follou/s the second m o s t positive m e a n 
m o n t h l y in J u l y . N o e m p i r i c a l e x p l a n a t i o n has been 
p r o p o s e d to e x p l a i n this s i g n i f i c a n t rise and fall over the 
t h r e e m o n t h p e r i o d . W e n o t e hovi/ever that this period 
c o i n c i d e u/ith the time w h e n the h o r s e - r a c i n g in H o n g Kong 
r e c e s s for summer a s w e l l as the time when firms u/ith 
fiscal y e a r e n d i n g M a r c h 31 u/ould a n n o u n c e their previous 
y e a r ' s r e s u l t . Further r e s e a r c h could be undertaken in 
this r e s p e c t . 
It is h o w e v e r n o t e d that such simultaneously rise and 
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fall of all stocks should be u/ell captured by the market 
m o d e l a n d no abnormal positive returns are recorded for 
those m o n t h s like F e b r u a r y , etc (see Table 5) . H o w e v e r , 
the PE2 and PE3 quartiles both register abnormal losses 
d u r i n g A u g u s t (see Table 5). 
PE r a t i o s , firm sizes and abnormal returns 
The firms w i t h i n each PE quartiles are further 
segmented into two classes: those u/ith a market 
c a p i t a l i z a t i o n of less than $1,000 million and those u/ith 
equal to or m o r e than that. The results are shovx/n in 
A p p e n d i x E and summarized in Table 8. 
For PEj s t o c k s , the m e a n abnormal returns of small 
firms are all negative but that of the non-small firms are 
m o r e evenly distributed between positive and negative. In 
a d d i t i o n , at the 99% confidence limit, the negative October 
effect d i s a p p e a r s for both small and non-small firms. 
H o w e v e r , both small and non-small firms still exhibit 
significant negative abnormal return in December. In 
a d d i t i o n , the small firms register negative abnormal return 
in N o v e m b e r . It is noted that small firms predominate in 
this PE q u a r t i l e . 
For PE2 s t o c k s , there is only 4 small firms and no 
valid conclusion should be dravm for them. Nevertheless, 
the m e a n abnormal returns of both small and non-small firms 
are still predominantly negative. H o w e v e r , the months at 
u/hich there are significant abnormal returns differ 
somewhat from that those based on PE o n l y . 
For PE3 s t o c k s , the mean abnormal returns of both small 
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a n d n o n - s m a l l firms a re still predominantly negative. 
However, small firms do not register any month with 
ab n o r m a l return but non-small firms have abnormal negative 
r e t u r n s in J a n u a r y , F e b r u a r y , A u g u s t , October and December. 
It is n o t e d that non-small firms predominate in this PE 
q u a r t i l e . 
For PE^ s t o c k s , the m e a n abnormal returns of small 
firms a re biased towards the negative end u/hile that of the 
no n - s m a l l firms a re uni f o r m l y distributed between positive 
and n e g a t i v e . Small firms have negative abnormal returns 
o n July and December w h i l e non-small firms have negative 
a b n o r m a l returns in M a r c h . This is in addition to the 
co n c l u s i o n in section 6.9 that PE^ quartile does not have 
s i g n i f i c a n t a b n o r m a l r e t u r n s . 
A summary of the m o n t h in which the different firm 
sizes and PE qua r t i l e s earn abnormal (negative) returns, at 
the 99% confidence l i m i t , are as follows: 
M o n t h Small firms Non-small firms 
J a n , F e b , A u g , O c t PE3 
M a r c h , PE^ 
July PE^ PE2 
Novem b e r PE. 
December PE^ & PE^ PE^ & PE3 
G e n e r a l l y , this reinforce our previous finding that low PE 
ratio f i r m s , both small and non - s m a l l , earn negative 
abnormal returns in December and low PE stocks do not earn 
superior risk-adjusted abnormal returns than other stocks 
in any m o n t h . N o additional conclusion can be drawn on the 
seasonal p a t t e r n of abnormal returns of other PE quartiles 
s t o c k s . 
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B e a r i n g in m i n d that there is few small firms in the 
second and third PE q u a r t i l e s , w e can a l s o conclude that 
all small firms earn n e g a t i v e risk-adjusted returns in 
D e c e m b e r . S u r p r i s i n g l y , there are m o r e number of months in 
w h i c h n o n - s m a l l firms are earning abnormal returns than 
small firms are d o i n g . 
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Table 7 
A v e r a g e M o n t h l y A b n o r m a l (Market-Model A d j u s t e d ) R e t u r n s 
f o r 1 9 9 0 a n d 1991: P o r t f o l i o r a n k e d o n t h e m a g n i t u d e of the 
f i r m ' s A c t u a l P r i c e / L a s t Y e a r E a r n i n g s (PE) R a t i o and then 
o n F i r m S i z e . 
J A N E E B M A R A P R M M r j D N J U L A O S S E P O C T N W O B C 
Small firms (MC less than $1,000 million) (n=17) 
Mean -2.14 -1.61 -2.53 -0.28 -3.48 -0.47 -1.31 -5.45 -2.59 -6.35 -6.23 -7.22 
Std dev 8.40 16A3 8.77 4.42 9.97 12.18 14.27 8.10 5.87 10.12 7.77 6.45 
t-Statistics -1.05 -0.41 -1.19 -0.26 - I M -0.16 -0.38 -2.78 -1.82 -2.59 -3.30 -4.61 
Significance 0.05 0.05 0.01 0.01 
Non-small firms (MC more than $1,000 million) (n=9) 
Mean -1.54 1.81 -2.80 2.22 -1.71 -0.58 -0.00 -0.39 2.97 -2.23 0.62 -4.65 
Std dev 3.12 7.68 6.86 3.87 3.79 4.14 5.95 6.55 4.36 4.33 4.91 3.87 
t-Statistics -1.幼 0.71 -1.22 1.73 -1.35 -0.42 -0.00 -0.18 2.0^ -1.54 0.38 -3.61 
Significance 0.01 
Small films (MC less than $1,000 million) (n=^ ) 
Mean -1.60-12.8^10.12 3.55 -7.82 -2.03 -3.01 -8.73 -5.01 -2.33 -1.91 -7.93 
Std dev 7.51 5.15 6.28 2.41 3.27 1.49 9.49 3.58 0.75 8.97 4.15 1.27 
t-Statistics -0.43 -4.99 -3.22 2.95 < 78 -2.73 -0.63 -4.87-13.33 -0.52 -0.92-12.48 
Significance 0.05 0.05 0.05 0.05 0.01 0.01 
Non-small firms (MC more than $1,000 million) (n=22) 
Mean -0.82 -0.80 -0.52 2.0^ -2.57 -1.09 -7.45 -3.15 1.84 -2.67 -2.59 -2.06 
Std dev 6.08 6.17 12.89 6.62 5.71 6.74 10.23 6.06 8.08 7.70 6.79 3.43 
t-Statistics -0.64 -0.61 -0.19 1.A4 -2.11 -0.76 -3.42 -2.A4 1.07 -1.63 -1.79 -2.81 
Significance 0.05 0.01 0.05 0.05 
Sm^l firms (MC less than $1,000 million) (n=7) 
Mean 1.28 0.05 7.56 5.97 -5.55 9.83 -3.69 -6.64 3.14 -4.6^ -4.85 -0.07 
Std dev 13.15 7.75 11.41 9.0/ 7A1 19.51 8.96 5.55 9.2A 5.85 4.45 2.99 
t-Statistics 0.26 0.02 1.75 1.74 -1.98 1.33 -1.09 -3.16 0.90 -2.10 -2.89 -0.06 
Significance 0.05 0.05 
Non-small firms (MC more than $1,000 million) (n=19) 
Mean -3.99 -5.70 -0.97 1.08 -3.23 -3.31 -5.26 -3.76 1.48 -5.27 -1.33 -5.01 
Std dev 5.26 7.36 6.2A 4.95 8.52 6.85 8.89 5.69 9.12 5.76 5.27 5.95 
t-Statistics -3.31 -3.38 -0.68 0.95 -1.65 -2.11 -2.58 -2.88 0.71 -3.99 -1.10 -3.67 
Significance 0.01 0.01 0.05 0.05 0.01 0.01 0.01 
Small firms (MC less than $1,000 million) (n=ll) 
Mean -3.95 -5.58 8.22 -6.07 -5.幼 1.30 -9.94 -4.54 2.55 -6.80 -4.72 -6.49 
Std dev 8.38 6.12 20.17 11.45 11.74 6.19 10.12 9.33 5.14 8.19 5.60 5.88 
t-Statistics -1.56 -3.02 1.35 -1.76 -1.55 0.70 -3.26 -1.61 1.64 -2.76 -2.79 -3.66 
Significance 0.05 0.01 0.05 0.05 0.01 
Non-small firms (MC more than $1,000 million) (n=13) 
mean -4.15 -2.04 -5.01 0.62 -2.77 -1.11 -2.65 0.18 1.51 -1.31 -8.72 8.74 
Std dev 6.12 7.20 4.11 4.82 6.15 5.61 9.65 12.12 5.95 7.01 16.63 35.78 
t-Statistics -2.45 -1.02 -A.AO 0.47 -1.62 -0.71 -0.99 0.05 0.92 -0.67 -1.89 0.88 




Limitation of methodology 
(1) A l t h o u g h a m i n i m u m of 24 samples are included in each 
PE q u a r t i l e s , the sample sizes is still relatively small 
and m o r e sampling period could be added to improve the ； 
r e l i a b i l i t y of the findings• 
(2) T he use of the H a n g Seng Index as the proxy for market 
p o r t f o l i o m a y introduce inaccuracy since the Hang Seng 
Index is a m a r k e t value weighted index w h i l e the monthly 
return of stock are measured basically as percentage change 
in p r i c e . This is however the trade-offs if we want to 
m e a s u r e the performance of stocks against a easily 
a v a i l a b l e bench m a r k index both for reference purpose and 
for possible future a p p l i c a t i o n . H o w e v e r , we believe the 
ma r k e t m o d e l equations are fairly reliable because the 
resulting betas are comparable to that computed by M o k , Lam 
and C h e u n g (1990), vx/hose m a r k e t proxy is the equal u/eight 
average of the returns of all stocks included in their 
s t u d y . 
(3) T he fact that m o s t of the mean abnormal returns are 
negative indicates that equal u/eight averaging may 
introduce systematic b i a s . The alternative is to use value 
w e i g h t e d m e a n but the result would be heavily masked by the 
large m a r k e t capitalization firms. 
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The applicability of the m a r k e t m o d e l 
(1) W e are using ex-post data in deriving the market model 
e q u a t i o n s w h i c h , in t h e o r y , should be derived from ex-ante 
d a t a . H o w e v e r , there is no practical w a y to derive the ex-
ante m a r k e t equations and we have to satisfy u/ith the ex-
post based m a r k e t equations in this s t u d y . 
(2) G i v e n that we have already screened out samples for 
w h i c h the m a r k e t model is judged not to be applicable and 
that we are generally satisfied vi/ith the methodology of 
d e r i v i n g the m a r k e t m o d e l e q u a t i o n s , the fact that most of 
the m e a n abnormal returns are negative appears to indicate 
that the m a r k e t model consistently over-estimate the normal 
return of the stock or portfolio of stocks. In other 
w o r d s , the ex-post based m a r k e t model m a y be of limited 
p r e d i c t i v e p o w e r . 
(3) The fact that m o s t of the statistically significant 
abnormal returns occur towards the end of a year appears to 
indicate that the predictive povi/er of the ex-post based 
m a r k e t m o d e l deteriorates quickly in a matter of six to ten 
m o n t h s . H o w e v e r , w h e n each PE portfolio is divided into 
two firm s i z e s , the occurrence of statistically significant 
abnormal returns do not exhibit such seasonal pattern. 
T h e r e f o r e , u/e cannot conclude on the time duration for 
u/hich the predictive povx/er of the ex-post based market 
m o d e l could be sustained. 
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C H A P T E R 8 
S U M M A R Y O F F I N D I N G S 
T h e low PE effect 
H o n g K o n g s t o c k s w i t h e x t r e m e l y low PE ratios do not 
a p p e a r to e a r n superior r i s k - a d j u s t e d returns than other 
s t o c k s in any m o n t h of the y e a r . 
-» V 
S e a s o n a l p a t t e r n of r i s k - a d j u s t e d returns 
of d i f f e r e n t PE stocks 
H o n g K o n g low PE stocks earn n e g a t i v e risk-adjusted 
a b n o r m a l r e t u r n s in O c t o b e r and December； h i g h PE stocks do 
n o t e a r n a n y a b n o r m a l r i s k - a d j u s t e d returns； m e d i u m PE 
s t o c k s a r e m o r e likely to earn n e g a t i v e risk-adjusted 
a b n o r m a l r e t u r n s in the second half of the y e a r . 
S p e c i f i c a l l y , the J a n u a r y effect for low PE stocks is not 
o b s e r v e d in this s t u d y . O n the c o n t r a r y , it is observed 
that they e a r n inferior r i s k - a d j u s t e d returns than other 
s t o c k s in D e c e m b e r . 
S e a s o n a l p a t t e r n of risk-adjusted returns 
of d i f f e r e n t PE stocks and firm sizes 
H o n g K o n g lou/ PE stocks of all firm sizes earn 
n e g a t i v e r i s k - a d j u s t e d a b n o r m a l returns in D e c e m b e r . 
S i m i l a r l y , H o n g K o n g small f i r m s , irrespective of P E , are 
a l s o likely to e a r n n e g a t i v e abnormal returns in D e c e m b e r . 
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V 
A P P E N D I X A 
M a r k e t M o d e l R e g r e s s i o n Analysis and Abnormal Returns 
of individual stocks 
•m 
Asia Securities Intl 
Actual Predicted Annual 
stock Market stock Excess excess 
…Month return return return return return 
1987.7 -4.60 9.48 
8 -1.20 3.81 
9 23.17 9.19 
10 -60.40 -43.20 
11 -21.00 -4.54 
12 -6.41 7.69 
1988.1 -5.48 4.64 
2 13.04 0.35 
3 8.97 5.21 
4 8.24 2.32 
5 23.91 -4.08 
6 46.49 7.00 
7 2.42 0.28 
8 -16.57 -8.78 
9 -3.55 -0.11 
10 11.76 7.63 
11 22.82 1.21 
12 6.56 1.06 
1989.1 16.67 14.34 
2 7.69 -1.96 
3 -4.OS -0.26 
！ 3.70 Regression Output: 
5 -5.94 "11.94 Constant 3.19 
5 -22.95 -17.13 Std Err of Y Est 12.40 
’ 1 3 . 0 7 R Squared 0.58 
® t.ll No. of Observations 30 
9 25.61 9.95 Degrees of Preedoi 28 
10 6.41 -1.19 
3.57 0.85 X Coefficientis) 1.34 
12 4.60 3.21 Std Err of Coef. 0.21 
1990.1 0.00 -3.00 -0.84 0.84 
2 -8.79 7.28 12.97 -21.76 
3 4.82 1.56 5.28 -0.46 
4 6.90 -1.60 1.04 5.86 Regression Output: 
5 0.00 6.18 11.49 -11.49 Constant 2.13 
6 6.15 4.66 9.45 -3.30 Std Brr of Y Est 11.53 
7 21.19 4.89 9.76 11.43 R Squared 0.55 
8 -20.41 -10.21 -10.52 -9.89 No. of Observations 42 
9 -16.58 -10.58 -11.02 -5.56 Degrees of Freedoi 40 
10 6.21 8.34 14.39 -8.18 
11 7.23 -0.87 2.02 5.21 I Coefficient:{s} 1.31 
12 -1.69 2.01 5.89 -7.58 -44.87 Std Err of Coef. 0.19 
1991.1 5.14 7.23 11.63 -6.49 
2 14.13 9.52 14.64 -0.51 
3 2.38 5.46 9.31 -6.93 
4 -5.81 -4.21 -3.40 -2.41 
5 2.47 3.31 6.48 -4.01 
6 0.34 -1.04 0.77 -0.43 
7 -2.75 9.29 14.34 -17.09 
8 -10.73 -0.28 1.77 -12.50 
9 -3.80 -1.04 0.77 -4.57 
10 -1.97 2.07 4.85 -6.82 
11 -18.06 2.75 5.75 -23.81 
12 -5.08 3.56 6.B1 -11.89 -97.45 
Bank of East Asia 
Actual Predicted Annual 
stock Market stock Excess excess 
…Month return return return return return 
1987.7 -9.53 9.48 
8 0.00 3.81 
9 7.63 9.19 
10 -42.86 -43.20 
11 -11.00 -4.54 
12 0.00 7.69 
1988.1 12.36 4.64 
2 1.50 0.35 
3 1.77 5.21 
4 -0.60 2.32 
5 -1.20 -4.08 
6 6.67 7.00 
7 1.70 0.28 
« -8.38 -8.78 
9 1.22 -0.11 
10 5.72 7.63 
11 6.94 1.21 
12 7.03 1.06 
1989.1 6.57 14.34 
2 0.95 -1.96 
3 -0.03 -0.26 
R I'll Regression Output: 
-11.94 Constant -o 24 
-17.13 Std Err of Y Est 5 3 9 
； 9.63 13.07 R Squared 0 75 
1 No. of Observations '30 
2 13.41 9.95 Degrees of Preedoi 28 
10 1.95 -1.19 
11 7.01 0.85 X Coefficient(s) 0.85 
5.36 3.21 Std Err of Coef. 0.09 
1990.1 0.56 -3.00 -2.78 3.34 
2 -1.46 7.28 5.92 -7.38 
3 -3.52 1.56 1.08 -4.60 
J -1.60 -1.59 -1.33 Regression Output: 
5 ''52 6.18 4.99 2.53 Constant -0.17 
6 7.69 4.66 3.70 3.99 Std Err of Y Est 4.90 
1 4.89 3.90 -3.25 R Squared 0.73 
8 -7.74 -10.21 -8.87 1.13 No. of Observations 42 
9 -9.44 -10.58 -9.19 -0.25 Degrees of Preedoi 40 
10 8.66 8.34 6.82 1.84 
U 2.90 -0.87 -0.97 3.87 X Coefficient{s) 0.83 
4.23 2.01 1.46 2.77 2.66 Std Err of Coef. 0.08 
1991.1 11.49 7.23 5.86 5.63 
2 16.48 9.52 7.77 8.71 
3 -1.28 5.46 4.39 -5.67 
4 0.65 -4.21 -3.68 4.33 
5 7.84 3.31 2.59 5.25 
6 1.82 -1.04 -1.04 2.86 
7 8.93 9.29 7.58 1.35 
8 6.28 -0.28 -0.40 6.68 
9 -1.56 -1.04 -1.04 -0.52 
10 9.52 2.07 1.56 7.96 
11 6.28 2.75 2.12 4.16 
12 12.27 3.56 2.80 9.47 50.20 
Cathay City Intl Holdings 
A c t w i Predicted Annual 
stock .Market stock Ejccess excess 
二!?• return return return return return 
1987.7 89.17 9.48 
8 2.80 3.81 
9 16.36 9.19 
10 -60.94 -43.20 
11 -9.60 -4.54 
12 -9.09 7.69 
1988.1 -5.00 4.64 
2 -22.11 0.35 
3 14.86 5.21 
4 51.76 2.32 
5 20.93 -4.08 
6 5.13 7.00 
7 2.44 0.28 
8 -13.75 -8.78 
9 10.14 -0.11 
10 6.58 7.63 
11 0 . 6 2 1 . 2 1 
12 11.88 1.06 
1989.1 0.56 14.34 
2 13.89 -1.96 
3 0.00 -0.26 
I i M ! Regression Output; 
_ .00 -11-54 Constant 
Std Err of Y Est 
• 13.07 R Squared 
1 ；-JJ 'I'll No. of Observations 
10 u i .1:11 Degrees of Preedo. 
? } 丨 X Coefficient(s) 1.30 
'I'll 3 J 1 Std Err of Coef. 0.34 
1990.1 -13.75 -3.00 -0.57 -13.18 
2 -9.42 7.28 12.85 -22.27 
3 5.60 1.56 5.38 0.22 
1 I'll 1.26 -1.26 Regression Output: 
5 9.85 6.18 11.41 -1.56 Constant 
6 33.79 4.66 9.43 24.36 Std Err of Y Est 
7 -3.14 4.89 9.73 -12.87 R Squared 
8 -28.65 -10.21 -9.97 -18.68 No. of Observations 
9 -17.42 -10.58 -10.46 -6.96 Degrees of Preedoi 
10 14.68 8.34 14.23 0.45 
11 -1.60 -0.87 2.21 -3.81 X Coefficient⑷ 1.36 
0.33 2.01 5.97 -5.64 -61.21 Std Err of Coef. 0.29 
1991.1 25.45 7.23 11.70 13.75 
2 1.45 9.52 14.81 -13.36 
3 35.71 5.46 9.29 26.42 
4 -22.11 -4.21 -3.86 -18.25 
5 -12.16 3.31 6.37 -18.53 
6 3.08 -1.04 0.45 2.63 
7 -7.81 9.29 14.50 -22.31 
8 13.56 -0.28 1.49 12.07 
9 0.00 -1.04 0.45 -0.45 
10 -2.99 2.07 4.68 -7,67 
11 -1.54 2.75 5.61 -7.15 
12 -7.81 3.56 6.71 -14.52 -47.37 
1 M
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Actual Predicted Annual 
stock Market stock Excess excess 
…Month return return return return return 
1987.7 29.12 9“《 
8 -6.38 3.81 
9 57.95 9.19 
10 -67.48 -43.20 
11 7.95 -4.54 
12 -9.65 7.69 
1988.1 -10.6B 4.64 
2 6.52 0.35 
3 11.22 5.21 
4 18.35 2.32 
5 7.75 -4.08 
6 26.62 7.00 
7 1.70 0.28 
8 -19.88 -8.78 
9 4.38 -0.11 
10 12.59 7.63 
11 10.43 1.21 
12 6;32 1.06 
1989.1 48.65 14.34 
2 -22.73 -1.96 
3 - U 1 -0.26 
1 J ' J ! J ' l l Regression Output: 
： Constant o 95 
1 . - n . l 3 Std Err of Y Est l u ^ 
• . " 卿 d 0.68 
• • No. of Observations 30 
10 - l i - 1 1 9 _ e s 。 f P r e e d 。 . 28 
W I'll ？•！J X Coefficient(s) 1.82 
m / f I'll Std Err of Coef. 0.23 
1990.1 -9.26 -3.00 -2.51 -6.75 
2 8.16 7.28 16.18 -8.02 
3 10.06 1.56 5.78 4.28 
1 •！'t! w ?! Regression Output: 
5 25.00 6.18 14.18 10.82 Constant 2 10 
6 -9.52 4.66 11.42 -20.94 Std Err of Y Est U . 8 9 
7 -2.11 ,4.89 11.83 -13.94 R Squared 0 6 2 
8 0.65 -10.21 -15.61 16.26 No. of Observations 42 
9 -7.69 -10.58 -16.28 8.59 Degrees of Preedoi 40 
10 0.69 8.34 18.10 -17.41 
11 -6.55 -0.87 1.37 -7.92 X Coefficient(s) 1.68 
7*52 2.01 6.60 0.92 -38.15 Std Err of Coef. 0.21 
1991.1 4.20 7.23 14.28 -10.08 
2 8.05 9.52 18.13 -10.08 
3 0.00 5.46 11.29 -11.29 
4 -3.11 -4.21 -5.00 1.89 
5 3.85 3.31 7.67 -3.82 
6 -1.54 -1.04 0.34 -1.88 
7 2.65 9.29 17.75 -15.10 
8 -7.10 -0.28 1.62 -8.72 
9 -4.86 -1.04 0.34 -5.20 
10 1.37 2.07 5.58 -4.21 
11 1.79 2.75 6.73 -4.94 
12 0.71 3.56 8.09 -7.38 -80.83 
Cheung Kong 
Actua丨 Predicted Annual 
s ocfc Market stock Excess excess 
- 」 : L : 1 I 二 咖 return return return 
1587.7 3.94 9.48 
8 3.79 3.81 
^ -3.65 9.19 
10 -41.21 -43.20 
11 -H.94 -4.54 
12 3.05 7.69 
1988.1 -1.48 U 4 
2 7.52 0.35 
3 4.20 5.21 
4 0 . 0 0 2 . 3 2 
5 -4.03 -4.08 
6 11.33 7.00 
7 -1.92 0.28 
8 -7.84 -8.78 
9 1.42 -0.11 
10 6.01 7.63 
11 4.00 1.21 
12 3.21 1.06 
1989.1 26.71 H.34 
2 -1.96 -1.96 
3 -0.50 -0.26 
4 5.53 3.70 „ 
5 -12 00 .11 Qi Regression Output: 
- • . • constant -0.16 
• . _ o f ” s t 5.08 
！- « squared 0.84 
• • »o. of Observations 30 
10 :L'O7 -1 11 Degrees。f Preed。《 28 
!J ！ X Coefficient⑷ 1.05 
m r / f A c 1 1 Std Err of Coef. 0.09 
1990.1 4.66 -3.00 -3.31 7.97 
2 6.93 7.28 7.47 -0.54 
3 3.70 1.56 1.47 2.23 
！ u M i u t ! ! Regression Ootput: 
1 12.32 6.18 6.32 6.00 Constant 0 49 
-f； 4.72 -0.65 Std Err of Y Est 
• 9 4.89 4.97 -0.28 R Squared 0.83 
； • .10.21 -10.87 1.91 No. of Observations 42 
9 - • -10.58 -11.26 -2.67 Degrees of Freedoi 40 
10 16.38 8.34 6.58 7.80 
]l M ® -1.08 3.56 X Coefficient(s) 1.07 
, • 2 2.01 1.95 0.47 27.63 Std Err of Coef. 0.08 
1991.1 11.02 7.23 8.20 2.82 
2 4.96 9.52 10.64 -5.68 
3 22.30 5.46 6.31 15.99 
4 -2.76 -4.21 -4.00 1.24 
5 0.91 3.31 4.02 -3.11 
6 0.57 -1.04 -0.62 1.19 
7 18.86 9.29 10.39 8.47 
8 0.48 -0.28 0.19 0.29 
9 -3.35 -1.04 -0.62 -2.73 
10 -2.13 2.07 2.69 -4.82 
11 -2.55 2.75 3.42 -5.97 
12 3.14 3.56 4.28 -1.14 6.56 
China Entertainient 
Actual Predicted Annual 
stock Harket stock Excess excess 
return return return return 
1987.7 -3.41 9.48 
8 -1.76 3.81 
9 16.17 9.19 
10 -71.65 -43.20 
11 5.77 -4.54 
12 -26.36 7.69 
• •1 6.17 4.64 
2 -4.65 0.35 
3 -6.10 5.21 
4 7.79 2.32 
5 12.32 -4.08 
6 14.49 7.00 
7 -7.59 0.28 
8 15.07 -8.78 
9 -24.84 -0.11 
10 29.65 7.63 
11 -0.93 1.21 
12 -1.89 1.06 
1989.1 0.96 14.34 
2 0 . 0 0 - 1 . 9 6 
3 84.76 -0.26 
丨 3 . ; ; Regression Output: 
1 Constant .3 79 
- • -17.13 Std Err of Y Est 23:73 
- • • ^ Squared 0.25 
? • - • Ho. of Observations 30 
10 -l!：；! - 二 Degrees。f Freed。. 28 
' I I I X Coefficient(s) 1.27 
• 3.21 Std Err of Coef. 0.41 
1990.1 -2.63 -3.00 -7.60 { 97 
2 22.97 7.28 5.46 17.51 
3 0.00 1.56 -1.81 1.81 
I •！"JJ 4.72 Regression Output: 
5 《 8 9 6.18 4.06 -12.95 Constant -2 80 
5 }•巧 2.13 7.63 Std Err of Y Est 2 U 1 
1 2.43 13.13 R Squared 0 27 
J -10.21 -16.76 9.07 Ho. of Observations 42 
9 -18.75 -10.58 -17.23 -1.52 Degrees of Preedoi 40 
10 6.41 8.34 6.81 -0.40 
11 -2.44 -0.87 -4.89 2.45 X Coefficient⑷ 1.28 
12 -6.25 2.01 -1.23 -5.02 41.41 Std Brr of Coef. 0.33 
1991.1 4.00 7.23 6.42 -2.42 
2 5.13 9.52 9.34 -4.21 
3 1.22 5.46 4.16 -2.94 
4 0.00 -4.21 -8.17 8.17 
5 -8.43 3.31 1.42 -9.85 
6 11.84 -1.04 -4.13 15.97 
7 2.35 9.29 9.04 -6.69 
8 -8.05 -0.28 -3.16 H . 8 9 
9 -1.25 -1.04 H . 1 3 2.88 
10 6.33 2.07 -0.16 6.49 
11 H . 7 6 2.75 0.70 -5.46 
12 -2.60 3.56 1.74 -4.34 -7.27 
6 7
 4
 o  8
 III 

























































































































































































































































Chow Sang Sang 
Actual Predicted Annual 
stock Market stock Excess excess 
… 二 L / e t u " return return return return 
1987.7 10.63 9.48 
8 73.26 3.81 
9 17.39 9.19 
10 -57.59 -43.20 
11 0.00 -4.54 
12 -2.27 7.69 
1988.1 2.33 4.64 
2 5.68 0.35 
3 18.28 5.21-
^ 4.55 2.32 
5 14.78 -4.08 
6 2.27 7.00 
7 4.89 0.28 
8 -8.82 -8.78 
9 16.13 -0.11 
10 12.64 7.63 
11 1.27 1.21 
12 1 . 8 8 1 . 0 6 
1989.1 8.59 14.34 
2 5.65 -1.96 
3 12.30 -0.26 
c 丨 R e g r e s s i o n Output: 
Constant 5 99 
- • Std Brr of Y Est 15:“ 
• . 8 Squared 0.41 
, - • of Observations 30 
10 iuo til of Preedo- 28 
；-JJ X Coefficient⑷ 1.18 
-”•?? 3.21 Std Brr of Coef. 0.27 
1990.1 4.55 -3.00 2.45 2.10 
2 8.70 7.28 14.56 - 5 J 6 
3 22.50 1.56 7.82 14.68 
I 丨•。” 4-1。 3.04 Regression Output: 
！) 1.90 6.18 13.27 -11.37 Constant 4.77 
5 3.18 4.66 11.48 -8.30 Std Brr of Y Est 13.68 
1 4.89 11.75 -1.33 R Squared 0.41 
® -14.15 -10.21 -6.05 -8.10 No. of Observations 42 
9 -15.46 -10.58 -6.48 -8.98 Degrees of Preedoi 40 
10 9.84 8.34 15.81 -5.97 
]l -0.87 4.96 -9.54 X Coefficient(s) 1.18 
12 -3.03 2.01 8.35 -11.38 -51.02 Std Err of Coef. 0.22 
1991.1 11.98 7.23 13.27 -1 29 
2 10.47 9.52 15.96 -5.49 
3 -2.11 5.46 11.19 -13.30 
4 0.00 -4.21 -0.18 O.IB 
5 2.33 3.31 6.66 -6.33 
6 -10.93 -1.04 3.55 -14.48 
7 9.18 9.29 15.69 -6.51 
8 -1.14 -0.28 4.44 -5.53 
9 2.30 -1.04 3.55 -1.25 
10 14.61 2.07 7.21 7.40 
11 5.95 2.75 8.00 -2.05 
12 0.00 3.56 8.96 -8.96 -57.67 
Conic Investient 
, i 
Actual Predicted Annual 
stock Market stock Excess excess 
Month return returir return return return 
1987.7 20.99 9.48 
8 -1.02 3.81 
9 28.87 9.19 
10 -45.60 -43.20 
11 0.00 -4.54 
12 5.88 7.69 
肌 1 -1.39 4.64 
2 0 . 0 0 0 . 3 5 
3 5.63 5.21 
4 1.33 2.32 
5 2.63 -4.08 
6 -3.85 7.00 
1 0 .00 0.28 
8 0.00 -8.78 
9 0.00 -0.11 
10 0 . 0 0 7 . 6 3 
11 -9.33 1.21 
12 -27.94 1.06 
1989.1 18.37 14.34 
2 0.00 -1.96 
3 -1.72 -0.26 
I I'll Regression Output: 
5 -1-72 -11.94 Constant -1 is 
'I'll ' \ l i ] Std Err of Y Est 12：10 
1 U . 3 2 13.07 R Squared 0.33 
J "2-43 Mo. of Observations 30 
-7.14 9.95 Degrees of Preedoi 28 
10 0.00 -1.19 
11 30.77 0.85 I Coefficient⑷ 0.79 
-15.69 3.21 Std Err of Coef. 0.21 
1990.1 -2.33 -3.00 -3.54 1.21 
2 -7.14 7.28 4.54 -11.68 
3 15.38 1.56 0.04 15.34 
1 -2.22 -1.60 -2.44 0.22 Regression Output: 
5 -4.55 6.18 3.68 -8.23 Constant -0.77 
6 54.76 4.66 2.48 52.28 Std Err of Y Est 14.20 
7 0.00 4.89 2.66 -2.66 R Squared o!21 
® -18.46 -10.21 -9.22 -9.24 No. of Observations '42 
9 5.66 -10.58 -9.51 15.17 Degrees of Preedoi 40 
10 -11.61 8.34 5.38 -16.99 
11 -9.09 -0.87 -1.87 -7.22 X Coefficient⑷ 0.76 
12 -11.11 2.01 0.40 -11.51 16.69 Std Err of Coef. 0.23 
1991.1 5.00 7.23 4.69 0.31 
2 7.14 9.52 6.42 0.72 
3 11.11 5.46 3.35 7.76 
4 0.00 -4.21 -3.96 3.96 
5 -2.00 3.31 1.73 -3.73 
6 0.00 -1.04 -1.56 1.56 
7 -2.04 9.29 6.25 -8.29 
8 -10.42 -0.28 -0.99 -9.43 
9 -11.63 -1.04 -1.56 -10.07 
10 -5.26 2.07 0.79 -6.05 
11 5.56 2.75 1.30 4.26 
12 -3.95 3.56 1.92 -5.87 -24.88 
Cathay Pacific Airvays 
Actual Predicted Annual 
stock Market stock Excess excess 
…Month return return return return return 
1987.7 12.90 9.48 
8 11.43 3.81 
9 13.78 9.19 
10 -37.50 -43.20 
11 -8.18 -4.54 
12 14.85 7.69 
1988.1 5.17 4.64 
2 2.46 0.35 
3 12.00 5.21 
4 2 . 8 6 2 . 3 2 
5 3.54 -4.08 
6 17.93 7.00 
7 3.51 0.28 
8 -9.60 -8.78 
9 5.50 -0.11 
10 8.38 7.63 
11 4.42 1.21 
12 -1.59 1.06 
1989.1 0.00 14.34 
2 2.69 -1.96 
3 -4.19 -0.26 
！ I I I -li.JJ Regression Output: , •刊 Constant 〗 
''I'll -；!•；； std Err Of y Est M 5 
- • . R Squared 0.74 
• of Observations 30 
10 - u l - 1 1 ; Degrees。f Freed。. 28 
W l i ] X Coefficientls) 0.84 
m d • • , M Std Brr of Coef. 0.09 
1990.1 -3.61 -3.00 -1.01 -2.60 
2 3.75 7.28 7.67 -3.92 
3 -0.60 1.56 2.84 -3.44 
S I'll t；!丨•；5 Regression Output: ^ 6.74 1.67 Constant 0 57 
5 2.55 4.66 5.46 -2.91 Std Err of Y Est 5 26 
5.29 4.89 5.65 -0.36 R Squared • 
了.10 -10.21 -7.09 -12.01 No. of Observations '42 
-11.12 -10.58 -7.40 -3.72 Degrees of Preedoa 40 
10 0.63 8.34 8.57 -7.94 
]l -5.56 -0.87 0.79 -6.35 I Coefficient{s) 0.87 
2.21 2.01 3.22 -1.01 -39.75 Std Brr of Coef. 0.09 
1991.1 6.47 7.23 6.83 -0.36 
2 19.59 9.52 8.81 10.78 
3 -3.95 5.46 5.30 -9.25 
4 -1.76 -4.21 -3.07 1.31 
5 5.57 3.31 3.44 2.13 
6 -1.76 -1.04 -0.33 -1.43 
7 5.39 9.29 8.61 -3.22 
8 9.66 -0.28 0.33 9.33 
9 1.09 -1.04 -0.33 1.42 
10 1.04 2.07 2.36 -1.32 
11 4.62 2.75 2.95 1.67 
12 -2.45 3.56 3.65 -6.10 4.97 
Cross Harbour Tunnel 
Actual Predicted Annual 
stock Harket stock Excess excess 
… ! r e t u r n return return return return 
1987.7 0.86 9.48 
8 4.27 3.81 
5 14.84 9.19 
10 -16.06 -43.20 
11 9.57 -4.54 
12 9.52 7.69 
n S U 0.80 4.64 
2 2.94 0.35 
3 7.14 5.21 
4 5.20 2.32 
5 2.60 -4.08 
6 15.41 7.00 
1 -13.97 0.28 
8 -2.60 -8.78 
9 4.23 -0.11 
10 0.65 7.63 
11 4.55 1.21 
12 -7.45 1.06 
1989.1 4.26 14.34 
2 0 .66 - 1 . 9 6 
3 1.96 -0.26 
I 'I'^J. y j i Regression Output: 
- • “ • 聽 Constant 1 6 9 
- • Std Brr of Y Est 6:45 
• 1 • « Squared 0.28 
1 I'll No. of Observations 30 
10 '.u\ .1:11 Degrees of Preedo. 28 
IJ 0.85 I Coefficient(s) 0.37 
1 J ? 3.21 Std Brr of Coef. 0.11 
1590.1 2.07 -3.00 0.58 1.49 
2 1.35 7.28 4.39 -3.04 
3 1.33 1.56 2.27 -0.94 
\ -1.60 1.10 -4.65 Regression Output: 
^ 6.18 3.98 -2.57 Constant 1.25 
5 4.66 3.42 -2.48 Std Err of Y Est 5.75 
7 4.23 4.89 3.50 0.73 R Squared 0.29 
8 -4.05 -10.21 -2.10 -1.95 Ho. of Observations 42 
9 -1.96 -10.58 -2.23 0.27 Degrees of Preedoi 40 
10 11.03 8.34 4.78 6.25 
11 -6.62 -0.87 1.37 -7.99 X Coefficient(s) 0.38 
12 -1.17 2.01 2.43 -3.60 -18.46 Std Err of Coef. 0.09 
1991.1 1.47 7.23 3.99 -2.52 
2 3.62 9.52 4.85 -1.23 
3 -0.70 5.46 3.32 -4.02 
4 1.13 -4.21 -0.35 1.48 
5 0.72 3.31 2.50 -1.78 
6 0.96 -1.04 0.85 0.11 
7 0.72 9.29 4.77 -4.05 
8 2 . 1 6 - 0 . 2 8 1 . 1 4 1 . 0 2 
9 2.36 -1.04 0.85 1.51 
10 -1.41 2.07 2.03 -3.44 
11 2.14 2.75 2.29 -0.15 
12 4.44 3.56 2.59 1.85 -11.22 
Crusader 
Actual Predicted Annual 
stock Market stock Excess excess 一 
return return return return return 
1987.7 52.38 9.48 
8 6.25 3.81 
9 22.35 9.19 
10 -79.81 -43.20 
11 11.43 -4.54 
12 -19.66 7.69 
1988.1 -6.38 4.64 
2 0 . 0 0 0 . 3 5 
3 4.55 5.21 
^ 4.35 2.32 
5 -5.21 -4.08 
6 19.7-8 7.00 
7 -21.10 0.28 
8 -20.93 -8.78 
9 0 . 0 0 - 0 . 1 1 
10 20.59 7.63 
11 -6.10 1.21 
12 -12.99 1.06 
1989.1 2.99 14.34 
2 -4.35 -1.96 
3 -3.03 -0.26 
； t i l , Regression Output: 
：-‘；'^； 1 1 .” Constant 1 42 
1 ; . 二 Std Err of Y Est 34:54 
1 8 . 1 . 8 squared 0.32 
- • - • No. of Observations 30 
10 5：；! I l l of Preedo. 28 
?} 'I'll X CoefficieDt(s) 2.17 
• ? • • „ 3.21 Std Err of Coef. 0.60 
1990.1 15.38 -3.00 -5.09 20.47 
2 26.67 7.28 17.21 9.46 
3 6.32 1.56 4.80 1.52 
1 -1.60 -2.05 -10.82 Regression Output: 
5 -5.68 6.18 14.82 -20.50 Constant -0 36 
6 -12.05 4.66 11.52 -23.57 Std Err of Y Est 29*94 
7 8.22 4.89 12.02 -3.80 R Squared 0.31 
8 -31.65 -10.21 -20.72 -10.93 No. of Observations '42 
9 -12.05 -10.58 -21.52 9.48 Degrees of Preedoi 40 
10 4.21 8.34 19.50 -15.29 
11 -12.12 -0.87 -0.47 -11.65 X Coefficient(s) 2.08 
-14.94 2.01 5.7B -20.72 -76.36 Std Err of Coef. 0.49 
1991.1 6.79 7.23 14.66 -7.B7 
2 6.33 9.52 19.42 -13.09 
3 -9.52 5.46 10.98 -20.50 
4 -19.74 -4.21 -9.11 -10.63 
5 -28.85 3.31 6.52 -35.37 
6 5.99 -1.04 -2.52 8.51 
7 -1.74 9.29 18.94 -20.68 
8 -46.35 -0.28 -0.94 -45.40 
9 -7.48 -1.04 -2.52 - L U 
10 -8.08 2.07 3.94 -12.02 
11 -7.69 2.75 5.35 -13.04 
12 -2.38 3.56 7.04 -9.42 -184.48 
Dairy Parn 
Aetna丨 Predicted Annual 
Mnnhh s M a m t stock Excess excess 
… - ! ! • 〜 : : : ： ： • : • 」 : : ， r e t u r n return 
1987.7 8.00 9.48 
8 2.78 3.81 
9 13.51 9.19 
10 -50.40 -43.20 
11 23.58 -4.54 
12 7.24 7.69 
1988.1 -0.61 4.64 
2 3.70 0.35 
3 7.14 5.21 
4 -2.22 2.32 
5 2.27 -4.08 
6 13.78 7.00 
7 9.00 0.28 
8 -11.01 -8.78 
9 5.15 -0.11 
10 9.22 7.63 
11 7.27 1.21 
12 1.69 1.06 
1989.1 5.83 14.34 
2 "3.15 -1.96 
3 11.38 -0.26 
4 4.82 3.70 , 
5 0 71 -11 oi Regression Output: 
6 -7:0 -7 Constant 2.76 
7 6.87 ； U ； Est 7.57 
8 0.00 -2 43 I Squa/ed 0.63 
9 5 00 q'or 恥.o f Observations 30 
10 3:27 -1:19 Degrees of Preedoi 28 
11 u i l ？'oi X Coefficientfs) 0.90 
1990.1 -!:!i - 3 : i i G。6 -Ul Std Err。f C。ef. 0.13 
2 8.02 7.28 9.32 - n o 
3 2.86 1.56 4.17 -1.31 
4 0.56 -1.60 1.32 ' Q U d 
5 19 45 fi IP „ ,：• $ Regression Output: 
• • • . • constant 2.50 
I • . - 1 4 Std Err of Y Est 7.37 
- 1 . • - • 8 Squared 0.59 
-13 • • . No. of Observations 42 
10 17:2! u \ 1I；；； t ; ; Degrees。f 40 
！ } 丨 . i i " M ! ! I i ? 丨 X Coefficient (si 0.92 
1 9 9 U ！：!； ! ： ! ! 丨 I S Std Err。f C。ef. 
2 7.48 9.52 11.21 -3.73 
3 3.48 5.46 7.50 -4.02 
4 -2.52 -4.21 -1.35 -1 17 
5 -1.28 3.31 5.53 -6.81 
6 -1.79 -1.04 1.55 -3.34 
7 -3.64 9.29 11.00 -14.64 
8 -2.83 -0.28 2.25 -5.08 
9 - h n -1.04 1.55 -9 32 
10 -4.16 2.07 4.40 -8.56 
11 1.11 2.75 5.02 -3.91 
12 5.49 3.56 5.76 -0.27 -69.03 
ED 4 P Han Pacific (Yeo Hip Seng) 
Actual Predicted Annual 
stock Market stock Excess excess 
return return return 
1987.7 18.06 9.48 
8 22.35 3.81 
9 18.27 9.19 
10 -62.60 -43.20 
11 -4.35 -4.54 
12 -18.18 7.69 
1988.1 5.56 4.64 
2 -11.58 0.35 
3 33.93 5.21 
4 17.78 2.32 
5 -3.77 -4.08 
6 0.00 7.00 
7 -13.00 0.28 
8 5.75 -8.78 
9 17.39 -0.11 
10 11.11 7.63 
11 7.50 1.21 
12 -8.37 1.06 
1989.1 -3.55 14.34 
2 10.53 -1.96 
3 0.00 -0.26 
i i l l _ 。 ， • - .13 Std Err of Y Bst lu； 
- . • R squared 0.48 
_ . - • No. of Observations 30 
10 5：30 -1 11 _ e e s of Freed。. 28 
! ! 丨 丨 X Coefficients 1.15 
199oll - I ' u i -3.37 -9.31 ^td Err of Coef. 0.22 
2 -4.03 7.28 8.42 -12.45 
3 0.84 1.56 1.86 -1.02 
\ 7.60 Regression Output: 
I 6.18 7.15 3.09 Constant 0 91 
S ll'l^ 5.41 8.88 Std Err of Y Bst u 62 
25.00 4.89 5.67 19.33 R Squared 0 34 
1 ” - 1 1 . “ 37.89 Mo. of Observations '42 
-10-58 -12.07 14.05 Degrees of Preedoi 40 
10 1.94 8.34 9.63 -7.69 
11 -12.38 -0.87 -0.93 -11.45 Coefficient|sl 1.00 
• ？ 2.01 2.37 -16.28 32.64 Std Brr of Coef. 0.22 
1991.1 4.80 7.23 8.13 -3.33 
2 4.82 9.52 10.42 -5.60 
3 -11.26 5.46 6.36 -17.62 
4 -6.74 -4.21 -3.30 -3.44 
5 -9.44 3.31 4.21 -13.65 
6 17.79 -1.04 -0.13 17.92 
7 -1.04 9.29 10.19 -11.23 
8 2.63 -0.28 0.63 2.00 
9 12.82 -1.04 -0.13 12.95 
10 -6.82 2.07 2.98 -9.80 
11 H . 3 9 2.75 3.65 -8.04 
12 -1.53 3.56 4.46 -5.99 -45.83 
Par East Holdings 
Aetna! , Predicted - Annual 
stock Market stock Excess excess — 
[！！!" _ r i i return return return 
1587.7 14.29 9.48 
8 5.78 3.81 
9 3.38 9.19 
10 -64.31 -43.20 
11 -20.13 -4.54 
12 -2.52 7.69 
1588.1 -3.45 4.64 
2 8.93 0.35 
3 -1.64 5.21 
< 12.50 2.32 
5 28.12 -4.08 
6 38.73 7.00 
7 -16.67 0.28 
8 -15.50 -8.78 
9 1.78 -0.11 
10 -4.07 7.63 
11 23.84 1.21 
12 4.81 1.06 
1989.1 8.42 14.34 
2 -15.76 -1.96 
3 -7.26 -0.26 
5 . 2 2 ' u 11'!! Regression Output: 
- • : • constant -i.51 
• • Std Err of Y Est 12.92 
.7 • R Squared 0.58 
• • No. of Observations 30 
10 -8 77 -1.19 Degrees of Preedo. 28 
J! '-lil 丨 X Coefficient(s) 1.38 ：；  1 1； 5.S5 Std Err Of coef. 0.22 
2 0.00 7.28 8.55 -8.55 
3 0.00 1.56 0.65 -0.65 
1 " l i ! 1 1 ! V . l Regression Output: 
； • 6.18 7.03 -8.15 Constant -0 U 
• 4.93 13.25 Std Err of Y Est 1 ' 
. 5.25 6.63 R Squared • 
• • -15.61 -4.74 NO. of Observations 
1 . -10.58 -16.13 28.35 Degrees of Preedo. 
10 1.98 8.34 10.01 -8.03 
11 -0 97 -0.87 -2.71 1.74 I Coefficient⑷ 1.28 
H I 2.01 1.27 0.71 28.84 Std Err of Coef. 0.20 
1991.1 -0.97 7.23 8.50 -9.47 
2 3.92 9.52 11.43 -7.51 
3 5.66 5.46 6.22 -0.56 
4 -0.54 -4.21 -6.18 5.64 
5 -11.13 3.31 3.47 -14.60 
6 -3.03 -1.04 -2.11 -0.92 
7 1.06 9.29 11.14 -10.08 
8 -1.05 -0.28 -1.14 0.09 
9 -4.26 -1.04 -2.11 -2.15 
10 -5.56 2.07 1.88 -7.44 
11 0.00 2.75 2.75 -2.75 
12 9.52 3.56 3.79 5.73 -44.00 
Par Bast Hotels 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 -7.63 9.48 
8 10.09 3.81 
9 139.50 9.19 
10 -71.58 -43.20 
11 16.05 -4.54 
12 5.33 7.69 
1988.1 -12.24 4.64 
2 0 . 0 0 0 . 3 5 
3 2.33 5.21 
4 5.68 2.32 
5 -3.23 -4.08 
6 34.44 7.00 
7 4.13 0.28 
8 -16.27 -8.78 
9 -4.81 -0.11 
10 2 8 . 2 8 7 . 6 3 
11 -3.94 1.21 
12 -5.74 1.06 
1989.1 7.89 14.34 
2 0.00 -1.96 
3 1.63 -0.26 
c ll'fr. 丄0 Regression Output: 
: • • • constant 3.00 
• - • Std Err of Y Est 25.74 
• • « squared 0.37 
• • • Ho. of Observations 30 
10 - u ! -1：19 Degrees of Preedo. 28 
JJ 丨 X Coefficient(s) 1.80 
i m l 二 丄.ii .,03 難 。 f C 。 e f . 
2 13.25 7.28 16.14 -2.89 
3 4.26 1.56 5.82 -1.56 
！ '['II 0.12 -6.24 Regression Output: 
5 - .17 6.18 14.16 -16.33 Constant U O 
； 11.41 -2.52 Std Err of Y Est 21.95 
5.15 4.89 11.83 -6.68 R Squared 0.36 
1 -17.65 -10.21 -15.42 -2.23 No. of Observations 42 
9 -7.14 -10.58 -16.09 8.95 Degrees of Preedoi 40 
10 0.00 8.34 18.05 -18.05 
11 -3.85 -0.87 1.43 -5.28 I Coefficient(s) 1.71 
0.00 2.01 6.63 -6.63 -60.53 Std Err of Coef. 0.36 
1991.1 0.00 7.23 13.96 -13.96 
2 12.00 9.52 17.87 -5.87 
3 -2.38 5.46 10.93 -13.31 
4 7.32 -4.21 -5.59 12.91 
5 2.27 3.31 7.26 -4.99 
6 -4.44 -1.04 -0.17 -4.27 
7 10.47 9.29 17.48 -7.01 
8 -7.37 -0.28 1.12 -8.49 
9 2.27 -1.04 -0.17 2.44 
10 -6.67 2.07 5.14 -11.81 
11 -1.19 2.75 6.30 -7.49 
12 -6.02 3.56 7.69 -13.71 -75.56 
Pirst Pacific fi.aicsbares 
.、，‘, 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 14.43 9.48 
8 35.14 3.81 
9 130.00 9.19 
10 -54.35 H3.20 
11 -12.70 -4.54 
12 -21.45 7.69 
1988.1 -7.87 4.64 
2 13.57 0.35 
3 2.65 5.21 
1 1.29 2.32 
5 -20.43 -4.08 
6 1.60 7.00 
7 -7.37 0.28 
8 -28.98 -8.78 
9 -0.80 -0.11 
10 -1.61 7.63 
11 -17.21 1.21 
12 -13.86 1.06 
1989.1 35.63 14.34 
2 23.73 -1.96 
3 -15.07 -0.26 
c l l i l Regression Output: 
. C o n s t a n t -o 55 
"iTi； I'' Err Of y Est 2!：" 
• . R squared 0.23 
. • - . NO. of Observations 30 
10 M O - U 9 _ e " f Freed。. 28 
11 丨 I CoefficieDt(s) 1.35 
1 編 f ；•?! std Brr of Coef. 0.47 
1990.1 -3.70 -3.00 -4.60 0.90 
2 3.85 7.28 9.28 -5.43 
3 0.00 1.56 1.56 -1.56 
I • ！ ' I ' l l 2.71 Regression Output: 
1 3.70 6.18 7.79 -4.09 Constant -0 gi 
； 3 5 . 7 1 4.66 5.74 29.97 Std Err of y Bst 23 48 
10.53 4.89 6.05 4.48 g Squared • 
•26.90 -10.21 -14.33 -12.57 No. of Observations '42 
9 -12.90 -10.58 -14.83 1.93 Degrees of Preedoi 40 
10 3.70 8.34 10.71 -7.01 
11 -7.14 -0.87 -1.72 -5.42 X Coefficient(s) 1.38 
1 丨 - 3 . 8 5 2.01 2.16 -6.01 -2.10 Std Brr of Coef. 0.38 
1991.1 4.00 7.23 9.39 -5.39 
2 15.38 9.52 12.56 2.82 
3 -6.67 5.46 6.94 -13.61 
4 -7.14 -4.21 -6.44 -0.70 
5 0.00 3.31 3.97 -3.97 
6 -11.54 -1.04 -2.05 -9.49 
7 -4.35 9.29 12.24 -16.59 
8 3.64 -0.28 -1.00 4.64 
9 1.11 -1.04 -2.05 3.16 
10 8.79 2.07 2.25 6.54 
11 -6.06 2.75 3.19 -9.25 
12 1.08 3.56 4.31 -3.23 -45.08 
PP Special Assets 
Actua 丨 Predicted a m i u I 
/ o c k Market stock Excess excess 
… - : … • ， - " • - 」 ， r e t u r n return 
1587.7 11.40 9.48 
8 25.98 3.81 
9 20.00 9.19 
10 -31.25 -43.20 
11 -34.85 -4.54 
12 16.28 7.69 
1988.1 -4.00 4.64 
2 6.25 0.35 
3 60.78 5.21 
4 3.66 2.32 
5 -4.11 -4.08 
6 1.25 7.00 
7 3.70 0.28 
8 -9.52 -8.78 
9 -1.32 -0.11 
10 13.33 7.63 . 
11 1 . 1 8 1 . 2 1 
12 4.65 1.06 
1989.1 -11.11 14.34 
2 0.00 -1.96 
3 -2.50 -0.26 
4 '4.62 3.70 „ 
5 -5 41 .11 Qi Regression Output: 
a .57 Constant 1 70 0 27.86 -17.13 O H 1?” ^f V D 
7 20.79 13.07 " f ^ Est 14.66 
8 -1 64 .0 4, R Squared 0.34 
'7 • No. of Observations 30 
10 3.82 -1：19 Degrees of Preedo. 28 
Jo J'l! If, X Coefficient(s) 0.97 
1990.1 -lS:!i - u i -u。-17 S8 Std Err。f C。ef. 0.25 
2 -1.89 7.28 8.79 -10.68 
3 19.04 1.56 3.23 15.81 
S . i l l ! I S ! ？io ；!i! Regression Output: ：V'? 7.72 -24.96 Constant 0 02 
1. • Si； t^d Err Of y Est i；：；^ 
0 i c \： , 9 6.47 3.84 R Squared 0 33 
• .1 -U1 -17.02 HO. of Observations 
1 : "I：：：! I s " • ; : : 《 D _ s 。 f F _ « . 
；} tJ? I'll -3.73 X Coefficients 1.00 
199l!； 'U2 ；：!； ！:Si 'Vll -聽 Of coef. 0.23 
2 6.44 9.52 9.53 -3.09 
3 -0.47 5.46 5.48 -5.95 
4 -18.22 -4.21 -4.19 -14.03 
5 1.71 3.31 3.33 -1.61 
6 3.37 -1.04 -1.02 4.39 
7 -0.54 9.29 9.30 -9.84 
8 12.02 -0.28 -0.26 12.28 
9 1.46 -1.04 -1.02 2.48 
10 -18.75 2.07 2.09 -20.84 
11 -13.61 2.75 2.77 -16.38 
12 -2.05 3.56 3.58 -5.63 -57.45 
Guangdong Investment 
， J Predicted Annual 
» ,, s ocfc Harket stock Excess excess -.！！.?...!!.!" return return return return 
1987.7 -6.06 9.48 
8 20.97 3.81 
9 22.67 9.19 
10 -56.96 -43.20 
11 -8.08 -4.54 
12 29.17 7.69 
1988.1 -13.98 4.64 
2 -9.00 0.35 
3 -2.75 5.21 
4 21.47 2.32 
5 38.37 -4.08 
6 -1.68 7.00 
7 1 8 . 1 2 0 . 2 8 
8 -10.22 -8.78 
9 3.25 -0.11 
10 3.94 7.63 
11 3.64 1.21 
12 2.94 1.06 
1989.1 0.00 14.34 
2 -1.43 -1.96 
3 15.22 -0.26 
5 I ' n J'll Regression Output: 
-6 . - • constant 1.06 
• • Std Err 0 " Est 16.09 
- • • 8 Squared 0.46 
• - . Ho. of Observations 30 
10 u \ - 二 _ e s 。 f Freed。. 28 
' I f . ？•？J X Coefficient(s) 1.37 
m o • lil , A, Std Brr of Coef. 0.28 
l^o.l -2.11 -3.00 -3.04 0.93 
2 -3.23 7.28 11.00 -14.23 
3 -7.78 1.56 3.19 -10.97 
1 丨 V . l 8.36 Regression Output: 
； - 9 . 4 9 -13.98 Constant -o 31 
； 4 • “ 7.42 44.34 Std Brr of Y Est 16.42 
： • 8 7.73 -17.11 R Squared 
_ • .lO'Sl "12.88 -15.57 NO. of Observations • 
9 -1 . -10.58 -13.39 -5.89 Degrees of Preedoi 40 
10 -5.97 8.34 12.44 -18.41 
？} 'I'll -0.13 -3.04 I Coefficient(s) 1.36 
12 -8.20 2.01 3.80 -12.00 -57.57 Std Brr of Coef. 0.27 
1991.1 10.71 7.23 9.50 1.21 
2 19.35 9.52 12.61 6.74 
3 14.86 5.46 7.10 7.76 
< 9.41 -4.21 -6.03 15.44 
5 2.15 3.31 4.16 -2.03 
6 5.26 -1.04 -1.72 6.98, 
1 -1.01 9.29 12.30 -13.31 
8 17.35 -0.28 -0.69 18.04 
9 2.61 -1.04 -1.72 4.33 
10 1.02 2.07 2.50 -1.48 
11 13.56 2.75 3.42 10.14 
12 17.91 3.56 4.52 13.39 67.20 
HK Aircraft Engineering 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 13.89 9.48 
8 -31.71 3.81 
9 53.93 9.19 
10 -51.75 -43.20 
11 0.61 -4.54 
12 9.64 7.69 
1988.1 15.38 4.64 
2 0 . 0 0 0 . 3 5 
3 17.14 5.21 
4 -0.81 2.32 
5 -2.95 -4.08 
6 3.48 7.00 
1 0 . 0 0 0 . 2 8 
8 0.84 -8.78 
5 1.50 -0.11 
10 7.50 7.63 
11 13.18 1.21 
12 6.85 1.06 
1989.1 -1.92 14.34 
2 3.92 -1.96 
3 10.69 -0.26 
c ？ " 3 丄 。 Regression Output: 
-11.94 Constant 2 91 
- 二 Std Err of Y Est 12:80 
7.30 13.07 R Squared 0 45 
.I'll ' l i l No. of Observations '30 
,：1 : ； D e g r e e s of Preedoa 28 
IW -1.73 -1.19 
|} 'I'll 丨 X Coefficient⑷ 1.06 
了?•仆 3.21 Std Err of Coef. 0.22 
1990.1 -11.06 -3.00 -0.26 -10.HO 
2 5.18 7.28 10.60 -5.42 
3 -3.45 1.56 4.56 -8.01 
1 1.63 -1.60 1.22 0.41 Regression Output: 
5 2.06 6.18 9.44 -7.38 Constant I.I5 
6 1.01 4.66 7.83 -6.82 Std Err of Y Est 11*44 
7 1.00 4.89 8.08 -7.08 g Squared 0 45 
8 -21.29 -10.21 -7.88 -13.41 No. of Observations '42 
9 -11.82 -10.5a -8.27 -3.55 Degrees of Freedoi 40 
10 7.97 8.34 11.72 -3.75 
11 -11.41 -0.87 1.99 -13.40 X Coefficientls) 1.07 
10.61 2.01 5.03 5.58 -73.64 Std Err of Coef. 0.19 
1991.1 8.90 7.23 8.92 -0.02 
2 15.09 9.52 11.38 3.71 
3 -6.56 5.46 7.01 -13.57 
4 4.91 -4.21 -3.37 8.28 
5 -2.30 3.31 4.70 -7.00 
6 -0.59 -1.04 0.03 -0.62 一 
7 8.88 9.29 11.13 -2.25 T T i r ^ l T ^ ' ^ I 
8 0.00 -0.28 0.85 -0.85 t 去 漆 中 文 大 -
9 -5.82 -1.04 0.03 -5.45 1二 一 
10 -2.34 2.07 3.37 -5.71 
11 2.40 2.75 4.10 -1.70 
12 -0.58 3.56 4.97 -5.55 -31.14 
Heng Seng 
^lll'i , 。 Predicted Annual 
Mr^ nhh 化ket Stock Excess exces^ . 
… r e t u r n return return 
1987.7 17.07 9.48 
8 -1.56 3.81 
9 8.57 9.19 
10 -41.37 -43.20 
n -11.37 -4.54 
12 3.77 7.69 
1988.1 6.91 4.64 
2 -0.68 0.35 
3 13.117 5.21 
4 3.61 2.32 
5 -4.85 -4.08 
6 10.20 7.00 
7 7.65 0.28 
8 -7.77 -8.78 
9 -2.22 -0.11 
10 4.44 7.63 
11 0.35 1.21 
12 1.77 1.06 
1989.1 12.85 14.34 
2 -3.08 -1.96 
3 -0.79 -0.26 
4 -0.67 3.70 n A 
5 -5 98 -11 n, Regression Output: 
-1 • - . constant 0.28 
• • Std Err of Y Bst 4.07 
- . • 8 Squared 0.87 
1 • • No. of Observations 30 
10 ！丄.1：19 _ e s 。 f P r e e d 。 . 28 
JJ I'll X Coefficient(s) 0.96 
1990：1 i : l \ - 3 : i i -2.59 1.35 Std Err。f C。ef. 。.。7 
2 2.09 7.28 7.23 -5.14 
3 1.23 1.56 1.77 -0.54 
i tJI -H? -J-25 1.21 Regression Output: 
•； 6.18 -3.15 Constant o 74 
•丨 ！-P •？5 Std Err of Y Bst 4:30 
• 4 4.89 4.95 3.79 R Squared o 82 
• • -J'：! NO. of Observations 
1 ；' 3-85 Degrees of Preedoi 40 
10 21.00 8.34 8.25 12.75 
\l \ i l t H J 5.79 X Coefficient⑷ 0.95 
199ll； l l i l ；：；；丨丨.IS … • 0.07 
2 12.60 9.52 9.77 2.83 
3 0.70 5.46 5.92 -5.22 
4 7.40 -4.21 -3.26 10.66 
5 8.00 3.31 3.88 4.12 
6 -0.74 -1.04 -0.25 -0.49 
7 16.60 9.29 9.55 7.05 
8 3.20 -0.28 0.47 2.73 
9 -2.26 -1.04 -0.25 -2.01 
10 11.20 2.07 2.70 8.50 
11 -7.19 2.75 3.35 -10.54 
12 19.38 3.56 4.11 15.27 36.23 
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Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 10.34 9.48 
8 11.72 3.81 
^ 38.46 9.19 
10 -58.99 -43.20 
11 6.25 -4.54 
12 8.24 7.69 
1988.1 5.43 4.64 
2 4.12 0.35 
3 27.72 5.21 
4 0.62 2.32 
5 3.86 -4.08 
6 16.42 7.00 
7 -7.69 0.28 
8 -18.75 -8.78 
9 -2.56 -0.11 
10 6.32 7.63 
11 2.50 1.21 
12 6.50 1.06 
1989.1 10.69 14.34 
2 -6.21 -1.96 
3 -1.47 -0.26 
c Regression Output: 
Constant 1 2 6 
- 二 Std Brr of Y Est 9:33 
； 2 3 . 3 3 13.07 R Squared 0 74 
1 'I'll ' I I I of Observations 30 
ll 1；：；5 I I I Degrees of Preedo. 28 
11 'I'll 丨.85 I Coefficient⑷ 1.“ 
IJ -10.71 3.21 Std Err of Coef. 0.16 
1990.1 0.00 -3.00 -3.07 3.07 
2 4.95 7.28 11.77 -6.82 
3 -1.89 1.56 3.51 -5.40 
t -1.60 -1.05 1.43 Regression Output: 
5 -4.00 6.18 10.18 -14.18 Constant 0 19 
6 7.29 4.66 7.98 -0.69 Std Err of Y Est 8'49 
7 0.00 4.89 8.32 -8.32 R Squared 0:72 
fi -22.33 -10.21 -13.48 -8.85 No. of Observations '42 
9 -11.00 -10.58 -14.02 3.02 Degrees of Preedoi 40 
10 6.43 8.34 13.30 -6.87 
H 1-34 -0.87 0.00 1.34 I Coefficient(s) I .39 
12 0.66 2.01 4.16 -3.50 •45.74 Std Err of Coef. 0.14 
1991.1 3.95 7.23 10.26 -6.31 
2 12.03 9.52 13.46 -1.43 
3 9.60 5.46 7.80 1.80 
4 -6.91 -4.21 -5.68 -1.23 
5 -0.58 3.31 4.80 -5.38 
6 -1.76 -1.04 -1.26 -0.50 
7 23.35 9.29 13.13 10.22 
8 1.94 -0.28 -0.20 2.14 
9 -1.33 -1.04 -1.26 -0.07 
10 0.98 2.07 3.07 -2.09 
11 0.97 2.75 4.02 -3.05 






 o . 



















































































































































HK Shanghai Hotels 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 -3.03 9.48 
8 3.91 3.81 
9 0.00 9.19 
10 -51.52 -43.20 
11 22.66 -4.54 
12 6.37 7.69 
1988.1 -8.38 4.64 
2 0 . 0 0 0 . 3 5 
3 2.61 5.21 
4 7.64 2.32 
5 4.31 -4.08 
6 14.77 7.00 
7 -1.98 0.28 
3 -9.60 -8.78 
9 -4.25 -0.11 
10 31.36 7.63 
11 1 . 8 0 1 . 2 1 
12 0 . 0 0 1 . 0 6 
1989.1 11.50 14.34 
2 -3.17 -1.96 
3 0.00 -0.26 
I li.L圣 J.lJl Regression Output: 
•13.06 -11.94 Constant -o 06 
！ "JJ-JJ .17.13 Std Err of Y Bst 9.03 
21.35 13.07 R Squared 0 53 
1 -2.43 Mo. of Observations 30 
j 14.50 9.95 Degrees of Preedoi 28 
10 -0.93 -1.19 
U -7.55 0.85 X Coefficient(s) 1.08 
3.21 Std Err of Coef. 0.16 1990.1 -5.32 -3.00 -3.30 -2.02 
2 3.37 7.28 7.80 -4.43 
3 -1.63 1.56 1.62 -3.25 
4 8.51 -1.60 -1.79 10.30 Regression Output: 
5 2.08 6.18 6.61 -4.53 Constant -0.36 
6 2.04 4.66 4.97 -2.93 Std Err of Y Est 8.01 
7 3.00 4.89 5.22 -2.22 R Squared 0.63 
8 -18.25 -10.21 -11.08 -7.17 Mo. of Observations 42 
9 -10.24 -10.58 -11.48 1.24 Degrees of Preedoi 40 
10 10.75 8.34 8.94 I J l 
11 -6.06 -0.87 -1.00 -5.06 X Coefficient(s) 1.08 
12 7.74 2.01 2.11 5.63 -12.64 Std Brr of Coef. 0.13 
1991.1 -4.19 7.23 7.44 -11.63 
2 10.00 9.52 9.91 0.09 
3 4.55 5.46 5.53 -0.98 
4 0.00 -4.21 -4.90 4.90 
5 9.70 3.31 3.21 6.49 
6 1.66 -1.04 -1.48 3.14 
7 4.35 9.29 9.66 -5.31 
8 -2.40 -0.28 -0.66 -1.74 
9 4.32 -1.04 -l.iS 5.60 
10 -4.66 2.07 1.87 -6.53 
11 0.54 2.75 2.61 -2.07 
12 1.08 3.56 3.48 -2.40 -10.22 
HK Worsted Mills 
Actua丨 Predicted Annual 
\ ck Harket stock Excess excess 〜-?•-」”：：-"•」”：• return return return 
1987.7 66.25 9.48 
8 11.63 3.81 
9 83.33 9.19 
-47.73 -43.20 
n -27.78 -4.54 
12 12.31 7.69 
1988.1 6.85 4.64 
2 3.85 0.35 
3 7.41 5.21 
4 28.74 2.32 
5 -3.57 -4.08 
6 20.37 7.00 
7 5.58 0.28 
8 -5.71 -8.78 
9 2 . 0 2 - 0 . 1 1 
10 7.92 7.63 
11 0.92 1.21 
12 1.85 1.06 
1589.1 0.91 14.34 
2 3.60 -1.96 
3 13.91 -0.26 
4 0.76 3.70 . 
5 -12.88 -11 94 , Regression Output: 
6 -15 22 - n ' n onstant 5.16 
8 -1.30 -2 43 f Squared o.40 
9 7 24 . oc * � • of Observations 30 
10 0；00 -1:19 D e 卿 of Preedo. 28 
}j . I s ! ？ X Coefficientls) 1.38 
1990.1 丨：；：-3:ii 1.01 -1 01 Std Err of Coef. 0.32 
2 2.05 7.28 15.24 -13.19 
3 4.70 L 5 6 7.32 -2*62 
4 0.00 -1.60 2 95 -2 Q«i . 
5 0 ci r J. ' /'I： Regression Output: 
• • • -1 . constant 2.94 
7 ： ： f l i r E s t 1U5 
8 -9 38 -ID 21 D O； A ；； 0.36 - J . • - • - . 1 Ho. of Observations 42 
1： .；；：；! ； D _ s 。 f F r _ ,0 
；! .；•；! '^'H! 二 ”0 X Coefficients 1.26 
mil! l:\l ； S '!!：：； Err Of coef. 0.27 
2 5.17 9.52 14.97 -9 80 
3 -8.20 5.46 9.84 -18.04 
4 3.57 -4.21 -2.38 5.95 
5 -3.45 3.31 7.12 -10.57 
6 1.96 -1.04 1.62 0.34 
7 11.72 9.29 14.68 -2.96 
8 -10.53 -0.28 2.58 -13.11 
9 -3.92 -1.04 1.62 -5:54 
10 18.37 2.07 5.55 12 82 
11 1.90 2.75 6.41 -4.51 
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Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 3.73 9.48 
8 5.76 3.81 
9 5.44 9.19 
10 -48.65 -43.20 
11 -12.74 -4.54 
12 2.92 7.69 
1988.1 2.84 4.64 
2 7.59 0.35 
3 5.77 5.21 
4 2.42 2.32 
5 -0.12 -4.08 
6 9.76 7.00 
7 3.33 0.28 
8 -11.83 -8.78 
9 -1.83 -0.11 
10 8.45 7.63 
11 0 . 0 0 1 . 2 1 
12 0.00 1.06 
1989.1 23.26 14.34 
2 -1.89 -1.96 
3 -0.96 -0.26 
5 I'll J'll Regression Output: 
• . Constant -0.41 
• - • Std Brr of Y Est 3.!； 
. "quared 0.91 
H • HO. of Observations 30 
l! U2 _ e s 。 f P r _ 28 
； ] ！ • ! ； X Coefficient⑷ l . H 
1990l! U S -3.82 - U O StdErr。fC。eL 0.07 
2 16.77 7.28 7.86 8.91 
3 5.85 1.56 1.36 4.49 
I ill I I 1 M l 0 _ : 
； 5 . 9 4 Constant 0 44 
l i l I'll Std Brr of Y Est 4：04 
1 ,5.93 4.89 5.14 0.79 R Squared 0 89 
-J® -10.21 -12.01 1.61 No. of Observations 42 
10 二 1 1 ! ''1:11 ？；" 40 
II 7.27 -0.87 -1.40 8.67 X Coefficient(s) 1.15 
12 1.69 2.01 1.87 -0.18 35.93 Std Brr of Coef. 0.07 
1991.1 10.00 7.23 8.79 1.21 
2 3.03 9.52 11.43 -8.40 
3 10.29 5.46 6.74 3.55 
4 -2.67 -4.21 -4.43 1.76 
5 7.33 3.31 4.26 3.07 
6 -2.63 -1.04 -0.77 -1.86 
7 6.76 9.29 11.17 -4.41 
8 -9.49 -0.28 0.11 -9.60 
9 -2.80 -1.04 -0.77 -2.03 
10 -1.44 2.07 2.83 -4.27 
11 2.96 2.75 3.61 -0.65 
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Jardine Matbeson Holdings 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 19.10 9.48 
8 0.94 3.81 
9 10.28 9.19 
10 -60.59 H3.20 
11 5.38 -4.54 
12 48.42 7.69 
1988.1 4.85 4.64 
2 2.78 0.35 
3 9.91 5.21 
、 4 2.46 2.32 
5 -4.00 -4.08 
6 11.25 7.00 
7 1.54 0.28 
8 -6.06 -a.78 
9 5.65 -0.11 
10 8.17 7.63 
11 5.71 1.21 
12 -1.35 1.06 
1989.1 27.40 14.34 
2 0.54 -1.96 
3 6.42 -0.26 
1 : 1 ; Std Err Of y Est I'^i 
• • « squared 0.76 
• Mo. of Observations 30 
1。 .J-JJ Degrees of Preedoi 28 
]\ 丨 • 丨 丨 ？ X Coefficient(s) 1.36 
_ f ；•；； Std Err of Coef. 0.14 1990.1 -3.69 -3.00 -0.28 -3.41 
2 9.36 7.28 13.66 -4.30 
3 9.34 1.56 5.90 3.44 
4 2.99 -1.60 1.61 1.38 Regression Output: 
5 21.45 6.18 12.16 9.29 Constant 2.99 
5 10.10 -15.94 Std Err of Y Est a.'oo 
7 10.85 4.89 10.42 0.43 R Squared 0.73 
8 -8.39 -10.21 -10.06 1.67 No. of Observations '42 
9 -12.37 -10.58 -10.56 -1.81 Degrees of Preedoi 40 
10 14.08 8.34 15.09 -1.01 
11 -7.69 -0.87 2.60 -10.29 X Coefficient(s) 1.35 
-6.33 2.01 6.51 -12.84 -33.39 Std Err of Coef. 0.13 
1991.1 0.71 7.23 12.72 -12.01 
2 11.31 9.52 15.80 -4.49 
3 14.29 5.46 10.34 3.95 
4 -8.72 -4.21 -2.67 -6.05 
5 2.34 3.31 7.45 -5.11 
6 5.34 -1.04 1.59 3.75 
7 3.62 9.29 15.49 -11.87 
8 -12.59 -0.28 2.62 -15.21 
9 9.60 -1.04 1.59 8.01 
10 -1.84 2.07 5.78 -7.62 
11 10.53 2.75 6.69 3.84 





 A K V 








 4 - 8 4 4 





















































- ^ H - g g o
 R
 t
















 ^ ^ r ^ N
 ^ ^ 























































































































































1 * • 





































































































 r t n v
 T ^
 •


















. 二 F 丨 丨 丨




















































 56789^ nn™ 
1 1 J 
Kader Holdings 
Actual Predicted Annual 
stock Harket stock Excess 
… … r e t u r n : 
贿 . 7 -0.52 〔；； 
8 30.21 3.81 
9 12.00 9.19 
10 -48.21 -43.20 
11 -22.76 -4.54 
-18.56 7.69 
1988.1 0.00 4.64 
2 8 . 8 6 0 . 3 5 
3 27.91 5.21 
4 3.64 2.32 
, 5 -0.88 -4.08 
6 0.88 7.00 
7 14.04 0.28 
« -U6 -8.78 
-2.00 -0.11 
10 9.18 7.63 
n -2.B0 1.21 
12 0 . 0 0 1 . 0 6 
1989.1 23.08 14.31 
2 8.59 -1.96 
3 13.67 -0.26 
4 2.53 3.70 „ 
5 -20.99 -11 94 Regression Output; 
6 -11:72 -17:13 二 ant -0.02 
7 10.09 13. t Err of Y Est l U O 
8 -6.67 -2.43 . 0.50 
9 -1 79 n gr Ot ObservatioDs 30 
10 0；00 -l.'l9 Degrees of Preedoi 28 
11 " - t o ! 丨 . S S X Coeff icient (si 1.03 
1990.1 9.'47 -3：00 -3 10 12 57 Std Err of Coef. 0.20 
2 9.62 7.28 7.45 2*17 
3 0.88 1.56 1.58 -0*70 
4 2 . 6 1 - 1 . 6 0 - 1 66 4 27 „ 
5 -9.32 6.18 6*32 -1 ' Regression Output: 
； ； t = 。 _ 二 
S ！o:\Totrvations M 
1: 1；：11 -1!:;: -1:11 Degrees。fFr_ ！! 
；1 "；•；； '；•；； tnl 1 1 ! ‘ Coefficient⑷ 1.02 
1991：1 丨:!5 7 2; 7 15 - T ! ! Err of Coef. U 8 
2 7.78 9.52 9.49 - i n 
3 -2.06 5,46 5.35 -7.41 
4 3 . 1 6 - 4 . 2 1 -4.51 7 67 
5 5.10 3.31 3.15 1.95 
6 0.00 -1.04 -1.28 1.28 
7 -20.00 9.29 9.25 -29.25 
8 -3.95 -0.28 -0.51 •3.'44 
9 -1.37 -1.04 - 1 . 2丨 - 0 : 0 9 
10 -9.72 2.07 1.89 -11.61 
11 H . 6 2 2.75 2.58 -7.20 
1 2 0 . 0 0 3 . 5 6 3 . 4 1 - 3 . 4 1 - 5 6 g i 
Konloon Motor Bus Co 
Actual Predicted Annual 
. , , s t o c k Market stock Excess excess 
… • ： … • … ， r e t u r n = 
1587.7 7.84 9.48 
« 7.27 3.81 
9 17.30 9.19 
10 -29.86 -43.20 
U -3.13 -4.54 
, 1 2 9.68 7.69 
• ‘ 1 4.90 4.64 
2 0 . 0 0 0 . 3 5 
3 8.41 5.21 
4 10.34 2.32 
5 -4.98 -4.08 
6 0.53 7.00 
7 ‘1.05 0.28 ‘ 
8 -7.29 -8.78 < 
9 -1.91 -0.11 
10 0.58 7.63 
1 1 - 1 . 7 3 1 . 2 1 
12 1 . 1 8 1 . 0 6 
1989.1 8.14 14.34 
2 -1.08 -1.96 
3 1.63 -0.26 
4 -5.35 3.70 „ 
5 -8.93 -11 94 Regression Output; 
6 -15.73 -17:13 二 n t 0.01 
7 12.21 13. tE„。fyEst 4.12 
8 -6.12 -2.43 Squ 二 0.80 
9 2 11 9 95 ^^ o. of Observations 30 
10 .l.'i9 Degrees of Preedoi 28 
12 -i']] I'll ^ Coefficient(s) 0.75 
1990.1 -2.'90 -3.'00 -2.23 -0 67 Std Brr of Coef. 0.07 
2 2.99 7.28 5.45 - 2 M 
3 1.45 1.56 l.lfi 0.27 
4 -2.14 -1.60 -1.18 -0 96 o . 
5 -2 10 fi 10 /；! Regression Output: 
r , , ‘ -6.81 Constant .a 41 
- . . U 9 -4.28 Std Brr of Y Est • 
1 • 8 .66 1.10 R Squared • 
• • - • -.61 -3.75 NO. of Observations '' 
1； I'M "A.'A! '；：；： ；•；; — … - ；； 
；1 'I'll I!； 'If. ‘ Coefficient(s) 0.75 
2 7.78 9.52 6.69 1.09 
3 -2.06 5.46 3.66 -5.72 
4 3.16 -4.21 -3.56 6.72 
5 5.10 3.31 2.06 3.04 
6 0.00 -1.04 -1.19 1.19 
7 -20.00 9.29 6.52 -26.52 
« -3.95 -0.28 -0.62 -3.33 
9 -1.37 -1.04 -1.19 -0.18-
10 -9.72 2.07 1.13 -10.85 
n -4.62 2.75 L 6 4 -6.26 
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 • n -
tiBT Pacific 
Actual Predicted Annual 
stock Market stocic Excess 
return r : 
1587.7 9.38 9.48 
8 45.71 3.81 
9 199.02 9.19 
10 -68.52 -43.20 
11 -20.83 -4.54 
12 -7.89 7.69 
• • 1 1.43 4.64 
2 -4.23 0.35 
3 16.18 5.21 
4 1.27 2.32 
5 -17.89 -4.08 
6 13.97 7.00 
7 -7.23 0.28 
8 -12.99 -a.78 
9 1.49 -0.11 
10 16.18 7.63 
1 1 5 . 0 6 1 . 2 1 
12 2.41 1.06 
1 5 8 9 . 1 3 7 . 6 5 1 4 . 3 4 
2 -1.71 -1.96 
3 1.74 -0.26 
4 -0.85 3.70 , 
5 -14.66 -11 94 Regression Output: 
6 28.28 -17:13 二 n t 8.25 
7 24.30 13.07 t Err of Y Est 37.22 
8 20.51 -2.43 „ S P 二 丨 0.23 
9 22.34 9 95 of Observations 30 
10 -10.87 -1:19 Degrees of Preedoi 23 
！i -iI.'h I'll ‘ Coefficient(s) U 6 
1990.1 10.34 -3；00 2.67 1 67 S^d Err of Coef. 0.64 
2 -5.21 7.28 21.77 - 2 L n 
3 11.26 1.56 11.15 0.11 
4 -5.68 -1.60 5 28 -10 Qf； „ 
5 .0 io c u iq't, Regression Output: 
1 r：； -J® -29.15 Constant 4 70 
； u ! ；:：! S 3 = 
10 - U； 二 ‘！]：!；-』•；； Degrees。f ：! 
；i ' I f -il,6.;。9 I Coefficient(s) 1.69 
1 9 9 U • 2 u l u l 1：；： ：；•；  - 1 5 U 4 Std Err of Coef. 0.53 
2 30.23 9.52 20.81 9.42 
3 38.39 5.46 13.95 2 4 M 
< -4.52 -4.21 -2.40 -2.12 
5 -2.70 3.31 10.31 -13.01 
6 2.78 -1.04 2.96 -0.18 
7 8.11 9.29 20.42 -12.31 
8 15.63 -0.28 4.25 11.38 
9 -8.11 -1.04 2.96 -11.07 
10 -18.24 2.07 8.22 -26.46 
11 -16.55 2.75 9.37 -25.92 
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 111" l i » 
M s Industrial 
. , P 邊 t e d Annual 
s ock Market stock Excess excess 
…?:。J•”二 J : : ? : ? return return return 
• • 7 10.32 9.48 -
8 1 9 J 1 3.81 
9 22.83 9.19 
10 -63.85 -43.20 
11 21.32 -4.54 
12 -3.03 7.69 
1 9 8 8 . 1 2 6 . 5 6 4 . 6 4 
2 -1.23 0.35 
3 30.00 5.21 
4 25.96 2.32 
5 13.09 -4.08 
6 23.48 7.00 
7 -0.70 0.28 
8 -5.67 -8.78 
9 8.27 -0.11 
10 0.97 7.63 
11 -7.91 1.21 
12 - U 9 1.06 
1989.1 14.75 14.34 
2 2.86 -1.96 
3 1.39 -0.26 
4 -6.16 3.70 n 
5 -25.55 -11.94 - ,, , Regression Output: 
6 -26.08 -17 13 Jtl l ^ ^ X 0-02 
7 7.97 13.07 1 U 2 
8 -28 19 -2 41 Squared 0.52 
9 - T . 恥.of Observations 30 
10 -17；48 .1：19 of Preedoi 28 
J1 • 二 I f . XCoefficieiit(s) 1.36 
• • 1 ！.11 i i ； - U 5 10.11 Std Err。f C。ef. 0.25 
2 61.43 7.28 9.92 51.51 
3 10.62 1.56 2.14 8.48 
S 丨 t ® - U O - U 5 3.75 Regression Output: 
1 1 • 6.18 8.42 0.24 Constant 2 09 
• . I'll Std Err O f y Est 丄;; 
‘ J m 6.67 15.04 R. Squared a sq 
J " f i i l ？ f -9.39 H O . V Observations 。• 
J} I'll - I I ] -1.16 1.16 X Coefficient⑷ 1.50 
1.1：! 1：：：；；：；]丄 
2 12.50 9.52 16.38 -3.88 
3 22.22 5.46 10.29 11.93 
4 -7.95 -4.21 H . 2 3 -3.72 
5 23.46 3.31 7.06 16.40 
6 10.90 -1.04 0.53 10.37 
7 -10.91 9.29 16.03 -26.94 
8 -6.12 -0.28 1.67 -7.79 
9 -2.72 -1.04 0.53 -3.25 
10 0.00 2.07 5.20 -5.20 
11 2.79 2.75 6.22 -3.43 
12 1.10 3.56 7.43 -6.33 -22.88 
Handarin Oriental Int'l 
Actuaj Predicted Annual 
/ c c k Market stock Excess excess 
… r e t u r n return return 
1987.7 -1.51 9.48 
8 14.29 3.81 
9 14.29 9.19 
10 -51.56 H3.20 
11 20.97 -4.54 
12 -4.67 7.69 亂1 18.88 4.64 
2 -3.53 0.35 
3 3.66 5.21 
4 7.06 2.32 
5 -4.95 H . 0 8 
6 11.91 7.00 
7 1 . 0 6 0 . 2 8 
8 -10.53 -8.78 
9 -2.94 -0.11 
10 10.42 7.63 
11 -2.23 1.21 
12 2.29 1.06 
1989.1 20.67 14.34 
2 3.70 -1.96 
3 -0.89 -0.26 
4 5.41 3.70 „ 
5 -10 94 - n Qi Regression Output: 
. r , ： ti'；! Constant i iq 
6 - 2 4 . 7 5 - 1 7 . 1 3 q n R r r ^ f V D I. W 
7 18.79 13.07 o L p f 
8 17 51 -2 4V q u « e d 0.70 
9 3 4 • »。• of Observations 30 
10 -5:76 -1:1; Degrees of Preedo. 28 
U T o o ！i? X Coefficient⑷ 1.15 
1亂 1 ；：！； -；：；! 3 39 Std Err。f C。ef. O . n 
2 9.43 7.28 9.89 -8.17 
3 1.72 1.56 3.29 -3 29 
1 二 V i ' l i l T l ! Regression Output: 
： I'll 6.18 8.62 -8.62 Constant 0 go 
• • I'll "IJ-JJ Err of y Est ； 
！I ？-fj 了 -10.33 I Coefficient(s) 1.15 
m / i • 3 . 8 1 - 3 . 8 1 H 6 . 1 2 S t d B r r o f C o e f . 0 . 
1991.1 0.00 7.23 8.91 -8.91 
2 18.51 9.52 11.53 6.98 
3 0.87 5.46 6.88 -6.01 
i -6.73 -4.21 -4.20 -2.53 
5 0.10 3.31 U 1 -4.31 
6 -6.01 -1.04 -0.57 -5.44 
7 11.05 9.29 11.27 -0.22 
8 -3.14 -0.28 0.30 -3.44 
9 6.49 -1.04 -0.57 7.06 
10 9.85 2.07 2.99 6.86 
11 2.83 2.75 3.77 -0.94 
12 0.92 3.56 4.70 -3.78 -14.67 
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1 1 • 
Min Xin flldg Ltd / Panin Hldg Ltd 
Actual Predicted Annual 
， k Karket stock Excess 
… r e t u r n return = 
• • 7 1.32 "I'm 
8 45.45 3.81 
9 37.50 9.19 
10 -49.35 H 3 . 2 0 
11 -2.56 H . 5 4 
12 -5.26 7.69 
• • 1 8.33 4.64 
2 2 8 . 2 1 0 . 3 5 
3 4.00 5.21 
4 ^ 0 . 3 8 2 . 3 2 
5 -9.59 -4.08 
6 3.03 7.00 
7 13.24 0.28 
8 -9.09 -8.78 
9 32.86' -0.11 
-7.53 7.63 〜 
11 1 . 1 6 1 . 2 1 
12 0 . 0 0 1 . 0 6 
1989.1 0.00 14.34 
2 1.15 -1.96 
3 10.23 -0.26 
4 -23.71 3.70 „ 
5 -29.73 -11 n Regression Output; 
6 -30.77 -17:13 = ’ n t ： 2.89 
7 13.89 13.07 f Err of Y Bst 17.38 
8 7.32 -2.43 卩卯巧 0.38 
9 31.82 9 95 胁.Observations 30 
10 -12.07 -1:19 Degrees of Preedoi 28 
11 1.96 0.85 y - . . . . “ , 
12 -3 85 3 21 Coefficientls) 1.24 
1990.1 -8：00 -3：00 -0.81 -7 19 Std Err of Coef. 0.30 
2 13.04 7.28 11.89 1.15 
3 67.31 1.56 4.82 62.49 
i "iii ；：；： ti； 一 一： ^  87 
- • • • n i l '''''' of Observations • 
l! u ! 'u! •；；：]! rj Deg 一 ；； 
ii u ! 1 1 1 i u II' ‘ Coefficient(s) 1.32 
199l!； i i l ！：；! iLi； • St“rr。f C。ef. 0.30 
2 10.84 9.52 16.45 -5.61 
3 36.96 5.46 11.09 25.87 
4 5.56 -4.21 -1.69 7.25 
5 -3.76 3.31 8.25 -12.01 
6 -6.35 -1.04 2.50 -8.85 
7 -2.54 9.29 16.15 -18.69 
8 0.00 -0.28 3.50 -3.50 
9 -3.48 -1.04 2.50 -5.98 
10 0.90 2.07 6.61 -5.71 
11 7.14 2.75 7.51 -0.37-
12 5.00 3.56 8.58 -3.58 -50.27 
i^anyang flldgs / Cotton Mills 
Predicted Annual 
/ 她 Market stock Excess excess 
… … - r : : ， … r e t u r n return 
1987.7 26.70 9.48 
8 6.28 3.81 
9 -1.69 9.19 




2 3.31 0.35 
3 25.64 5.21 
4 10.20 2.32 
5 -4.63 -4.08 
6 -0.49 7.00 
7 -10.27 0.28 
8 -7.83 -8.78 
9 -1.96 -0.11 
10 1.67 7.63 
11 1 2 . 1 6 1 . 2 1 
12 -6.63 1.06 
鼠 1 3.87 14.34 
2 2.48 -1.96 
3 1 2 . 1 2 - 0 . 2 6 
4 -1.62 3.70 „ 
5 -18.68 -11 94 Regression Output; 
6 -16.55 - n ' n 卯 stant - i j ^ 1 - S ；；：!； 12.17 
8 -6.21 -2 43 I 0.27 
9 2 21 Q Ho. of Observations 30 
10 -13:67 -1:19 Degrees of Preedo. 28 
!l I'!! X Coefficient(s) 0.68 
1990.1 -25:;i -3:S! -3 39 -22 09 Std Err 。f C。ef. 0.21 
2 24.47 7.28 3.13 21:34 
3 2.56 1.56 -0.78 3.34 
！ '!'；； I；； |!； y j Regression Output: I ；'：] 2.38 -0.67 Constant -2 07 
• • I ' J J ；•二 S t d E r r o f y E s t i；：!； 
1 / / i l 1.50 3.86 R Squared 0 oc 
- 1 . -J.Jl No.'of Observations 。• 
1： -i；：!! 1：；； Degrees of Preedo. !； 
J} 'I'll yj -7.08 X Coefficient(s) 0.71 
1.1：； ；：!! ；：；! 偏 隐 r 。 f C 。 e f . O . n 
2 7.79 9.52 4.47 3.32 
3 15.66 5•仆 1.60 1 U 6 
4 -4.17 -4.21 -5.24 1.07 
5 -10.87 3.31 0.08 -10.95 
6 1 . 2 2 - 1 . 0 4 - 3 . 0 0 4 . 2 2 
7 6.25 9.29 4.31 1.94 
8 -5.88 -0.28 -2.46 -3.42 
9 0.00 -1.04 -3.00 3.00 
10 3.13 2.07 - O J O 3.93 
11 1.82 2.75 -0.32 2.14 
12 -2.38 3.56 0.25 -2.63 15.17 
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I X I 
Park Enterprise (Hotels) 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1987.7 11.89 9.48 
8 21.25 3.81 
9 39.07 9.19 
10 -32.84 -43.20 
11 -28.89 -4.54 
12 53.13 7.69 
1988.1 -12.24 4.64 
2 12.79 0.35 
3 5.15 5.21 
4 13.73 2.32 
5 3.45 -4.08 
6 32.50 7.00 
7 - 8 . 2 8 0 . 2 8 
8 -5.56 -8.78 
9 0.15 -0.11 
10 2.22 7.63 
11 -1.45 1.21 
12 -2.21 1.06 
1989.1 14.29 14.34 
2 21.71 -1.96 
3 -4.65 -0.26 
1 二 -li：；： c _ / _ s i � ° � _ : , , 
•？;•；; f j ； 隐…Est 二 
• • 1 • R Squared 0.29 
• I NO. of Observations 30 
10 ！7 06 -1 19 Degrees of Preedo. 28 
\l X Coefficientls) 0.93 
讓 f ： 3.21 Std Err of Coef. 0.28 
1 9 9 0 . 1 - 1 0 . 4 9 - 3 . 0 0 1 . 6 7 - 1 2 . 1 6 
2 2.07 7.28 11.25 -9.18 
3 4.46 1.56 5.92 -1.46 
! -1.60 2.97 -10.21 Regression Output: 
5 9.93 6.18 10.22 -0.29 Constant 2 78 
6 1.94 4.66 8.81 -6.87 Std Err of Y Est u n 
1 0.00 4.89 9.02 -9.02 R Squared 
8 0.00 -10.21 -5.05 5.05 No. of Observations 42 
9 -0.63 -10.58 -5.40 4.77 Degrees of Freedoi 40 
10 -3.85 8.34 12.24 -16.09 
U 0.00 -0.87 3.65 -3.65 X Coefficient⑷ 0.85 
12 -6.67 2.01 6.34 -13.01 -72.12 Std Err of Coef. 0.23 
1991.1 0.00 7.23 8.91 -8.91 
2 44.29 9.52 10.84 33.45 
3 0.99 5.46 7.41 -6.42 
4 1.96 -4.21 -0.78 2.74 
5 - 3.31 5.59 • 
6 - -1.04 1.90 -
7 - 9.29 10.65 -
8 - -0.28 2.55 -
9 - - 1 . 0 4 1 . 9 0 -
10 - 2.07 4.54 -
11 - 2.75 5.11 -
12 - 3.56 5.80 - 20.87 
Paliburg I n f l Hldg 
Actual Predicted Aonual 
stock Market stock Excess excess 
_ n i return return return 
1987.7 32.20 9.48 
8 -1.92 3.81 
9 18.95 9.19 
10 -57.14 -43.20 
11 0.53 -4.54 
12 5.26 7.69 
1988.1 -3.00 4.64 
2 2.58 0.35 
3 10.55 5.21 
4 21.59 2.32 
5 15.89 -4.08 
6 -9.68 7.00 
7 25.94 0.28 
8 -21.10 -8.78 
9 4.07 -0.11 
10 15.56 7.63 
11 12.50 1.21 
12 2 . 6 1 1 . 0 6 
1989.1 19.49 14.34 
2 4.26 -1.96 
3 0.68 -0.26 
I - n i l r degression Output: 
1 ：^'；^  •外 Constant 2 25 
- • 二 Std Brr of Y Est l U i 
• • « Squared 0.59 
• - • NO. of Observations 30 
10 .；：；! Degrees of Freed。. 28 
I! W ' l l ？•？J X Coefficient(s) 1.22 
• • Std Err of Coef. 0.19 1990.1 -5.61 -3.00 -1.41 -4.20 
2 5.94 7.28 11.11 -3.63 
3 7.48 1.56 4.15 -7.63 
！ ；！•， 0.30 11.41 Regression Output: 
5 11.71 6.18 9.77 -9.12 Constant 1 32 
6 0 . 6 5 4 . 6 6 7 . 9 2 7 . 0 8 Std B r r o f Y B s t 9*74 
7 15.00 4.89 8.20 -26.46 R Squared 0.61 
8 -18.26 -10.21 -10.19 -7.68 No. of Observations '42 
9 -17.87 -10.58 -10.64 15.56 Degrees of Freedoi 40 
10 4.92 8.34 12.40 -14.13 
11 -1.73 -0.87 1.19 -0.68 X Coefficients} 1.25 
12 0.51 2.01 4.69 8.25 -31.23 Std Err of Coef. 0.16 
1991.1 12.94 7.23 10.33 2.61 
2 6.74 9.52 13.18 -6.44 
3 6.32 5.46 8.12 -1.80 
4 -14.85 -4.21 -3.92 -10.93 
5 2.33 3.31 5.45 -3.12 
6 -3.41 -1.04 0.03 -3.44 
7 7.41 9.29 12.90 -5.49 
8 -9.89 -0.28 0.97 -10.86 
9 -4.08 -1.04 0.03 - U 1 
10 1.06 2.07 3.90 -2.84 
11 0.00 2.75 4.75 -4.75 
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s i m w Proiet Bnergy ( P r o m Petroleui Ltd) 
Actual Predicted Annual 
…，」丨丨：丨^^ = S 
1987.7 -15.00 9.48 
« 19.61 3.81 
9 96.72 9.19 
-73.00 -43.20 
11 9.26 -4.54 
12 -12.99 7.69 
狐 1 5.19 4.64 
2 2.47 0.35 
3 -3.61 5.21 
凌 - 1 . 8 8 2 . 3 2 
5 -15.92 -4.08 
6 1.52 7.00 
7 -5.97 0.28 
8 -26.19 -8.78 
9 -12.90 -0.11 
1 0 - 3 . 7 0 7 . 6 3 
n 2 5 . 6 4 1 . 2 1 
12 -9.18 1.06 
肌 1 11.24 14.34 
2 11.11 -1.96 
3 2.73 -0.26 
^ <9.56 3.70 „ 
5 -18.34 -11 94 Regression Output; 
6 -22.46 -17:13 二s丨ant 1.24 
7 39.25 13.07 St of Y Est 21.77 
8 -5.37 -2.43 
9 7.80 9 95 胁.of Observations 30 
10 6.58 Degrees of Preedoi 28 
J] 'Jfl ！ f l X Coefficient(s) 1.68 
1990.1 3.62 .3：00 -3.80 7 42 ^^ Coef. 0.38 
？ 2.80 7.28 13.48 -10.68 
3 1.56 3.86 -3.18 
4 -4.05 -1.60 -1 4S -5 cft , 
5 2 82 fi n 1 • ： Regression Output: 
1 t'lt -8.81 Constant a ,, 
』• 9.07 -9.07 Std Err of y Est ! • 
• 1 • U 6 6.29 R squared 1 • 
： • _ • 丄 K o . of Observations 。. 
1 � 2 ： 1 1 - I : : ; : - S -l：；] D e — e e d � . ！： 
；;'llil T ! I ‘ Coefficient(s) U 1 
1991：； i；：!； ；:S； 二 -二 Of coef. 0.31 
2 0.00 9.52 15.66 -15.66 
3 -3.70 5.46 9.12 -12.82 
4 -B.65 -4.21 -6.45 -2.20 
5 -21.05 3.31 5.66 -26.71 
6 2.67 -1.04 -1.34 4.01 
7 -10.39 9.29 15.29 -25.68 
8 -1.45 -0.28 -0.12 -1.33 
9 -10.29 -1.04 -1.34 -8.95 
-8.20 2.07 3.66 -11.86 
11 -8.93 2.75 4.76 -13.69 
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Shun Tak Holdings (Enterprises Corp) 
A 二 Marlrph Month .!： Market stock Excess excess 
… r e t u r n return = 
1987.7 55.10 u l 
« 110.53 3.81 
9 90.42 9.19 
10 -82.04 -43.20 
U 42.73 H . 5 4 
12 -15.29 7.69 
肌 1 -8.27 4.64 
2 7.38 0.35 
3 9.92 5.21 
4 0.69 2.32 
5 4.14 -4.08 
6 -0.69 7.00 
7 2.78 0.28 
8 -14.19 -8.78 
9 -2.20 -0.11 
10 4.96 7.63 
11 -3.15 1.21 
0 . 8 1 1 . 0 6 
肌 1 17.74 14.34 
2 0.00 -1.96 
3 1.37 -0.26 
4 3.38 3.70 
5 -10.85 -11,94 Regression Output: 
6 -5.56 -17.13 = 广 t 7.32 
7 20.59 13.07 Std Brr of Y Est 27.66 
« 2 . 1 1 - 2 . 4 3 ， : r e g . 0 . 3 3 
9 7,38 9 95 of Observations 3D 
10 3.05 . 1 J 9 Degrees of Preedoi 28 
U 0:85 „ - ‘ “， 12 -5.26 3 21 X Coefficient Is) U i 
1990.1 -0.79 -3!oO 2.02 -2 81 Std Err of Coef. 0.48 
？ 5.60 7.28 20.18 -14:58 
12.12 1.56 10.07 2.05 
劣 11.49 -1.60 4.49 7 00 o . 
I lil -16：!! 随 。 n 。 _ t : 
1 . . 15.55 -2.34 Std Err of y Est 2 . 
；-ii:；! . 1 ： - ! ； • ； ； 厂 = u l 
9 -16.90 -10. • • i 0. of Observations 42 
10 11.86 8.34 22:05 -10 19 Degrees of Freedom 
11 I；； t ? ? -11•“ ICoefficientfs) U l 
199l!i 15：!5 丨1!：!； ：；：；  - _ S t " r r 。 f C 。 e f . 0.39 
2 11.56 9.52 21.50 -9.94 
3 -0.61 5.46 14.57 -15.18 
4 8.59 -4.21 -1.94 10.53 
5 3.31 10.90 -6.76 
6 -1.04 3.47 - 2 J 3 
7 0.56 9.29 21.11 -20.55 
8 -5.20 -0.28 4.77 -9.97 
9 -3.66 -1.04 3.47 -7.13 
10 -5.70 2.07 8.7a -14.48 
U -0.67 2.75 9.94 -10.61 
12 16.22 3.56 11.32 4.90 -83.35 
South Sea Textile Manufacturing 
A:tua丨 Predicted Annual 
S G c k Market stock Excess excess 
…-:！!• J ! - … ， n return return return 
1987.7 36.36 9.48 
8 25.93 3.81 
9 1.32 9.19 
10 -40.00 -43.20 
n 37.75 -4.54 
12 -17.08 7.69 
1988.1 -6.74 4.64 
2 -2.41 0.35 
3 7.41 5.21 
< 11.49 2.32 
5 1.55 -4.08 
6 -6.04 7.00 
7 1.25 0.28 
8 -9.88 -8.78 
9 -7.19 -0.11 
10 5.34 7.63 
11 9.42 1.21 
12 -6.62 1.06 
1989.1 2.84 14.34 
2 2.76 -1.96 
3 10.74 -0.26 
5 .J'q! ii'o! Regression Output: 
-2 • - . constant 0.64 
• • Err of Y Bst 12.92 
：8 . R Squared 0.32 
• • No. of Observations 30 
10 -；；50 -1：19 _ e e s of Preedo. 28 
U ？•?? X Coefficient(s) O J l 
• • Std Err of Coef. 0.22 1990.1 0.54 -3.00 -1.78 2.32 2 -0.54 7.28 6.51 .7.05 
3 3.26 1.56 1.90 1.36 S 'ill Vn n o _ t : 
： J-J； 5.62 -4.53 Constant -0 54 
- . I ' l l ！ i ! " M ? S t d E r r o f Y B s t 1 1 : 3 5 
- 2 . 1 . • • R squared 0.33 
1 -7-59 -17.27 Ko. of Observations 42 
1A . r： -7.89 0.54 Degrees of Freedoi 40 10 5.65 8.34 7,37 -1.72 
J1 -9.16 -0.87 -0.06 -9.10 I Coefficientls) 0.82 
199ll! 1：5； ；：；  L I S 1 ( 1 -49.25 Std Err。f C。ef. D.18 
2 8.47 9.52 7.31 1.16 
3 9.38 5.46 3.96 5.42 
i -4.29 -4.21 -4.01 -0.28 
5 4.48 3.31 2.19 2.29 
6 0.71 -1.04 -1.40 2.11 
7 32.85 9.29 7.12 25.73 
8 1.65 -0.28 -0.77 2.42 
9 4.86 -1.04 -1.40 6.26 
10 -1.34 2.07 1.17 -2.51 
11 -15.44 2.75 1.73 -17.17 
1 2 4 . 7 6 3 . 5 6 2 . 4 0 2 . 3 6 2 5 . 8 7 
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I x M 
standard Lloyds Holdgs/Shun Ho Resources Ltd 
Actual Predicted Annual 
stock Harket stock Excess 
… - r e t u r n = 
蘭 . 7 17.46 9.48 
« 29.73 3.81 
9 176.04 9.19 
10 -17.81 -43.20 
U -44.44 -4.54 
12 2 . 0 0 7 . 6 9 
• • 1 1.96 4.64 
2 -3.85 0.35 
3 a.00 5.21 
4 -3.70 2.32 
5 49.04 -4.08 
6 7.89 7.00 
7 -2.14 0.28 
8 -3.75 -8.78 
9 -13.89 -0.11 
37.10 7.63 
11 0 . 0 0 1 . 2 1 
12 -17.65 1.06 
• • 1 -2.86 14.34 
2 7.35 -1.96 
3 0.00 -0.26 
4 1.37 3.70 , 
5 -44 59 _ii Qi Regression Output: 
6 - •• - • constant 6.64 
1 S I；：；； r = e 广 t 3 S . H 
8 -5.43 -2 43 I Scared 0.13 
9 0.00 9*95 n of Observations 30 
10 21.84 .1；19 Degrees of Preedoi 28 
U - i M J ？ X C o e f f i c i e i i t ( s ) 1.29 
• • 1 i l i 2.78 .5 90 Std Err。f C。ef. 0.63 
2 3.23 7.28 16.01 2 74 
3 18.75 1.56 8.65 7*14 
！ I I I V n 1 : 1 ; - 二 c 。 _ — " _ " 
！ ：“ u s s i r 。 … n 3；-：； 
ll^ll 12.93 -32.93 R Squared 
- • - ^ 5 0 -11.36 No.'of Observations 。• 
1: '!!：" Degrees。f Freed。. ！； 
\l •！i'；； t ? ' I l l X Coefficientls) U O 
m i l l ！:i； ？ l u ] -il；； Err。f C。ef. 0.50 
2 19.57 9.52 17.04 2.53 
3 10.91 5.46 11.77 -0.86 
4 0.00 -4.21 -0.80 0.80 
5 -26.23 3.31 8.97 -35.20 
6 3.33 -1.04 3.32 0.01 
7 3.23 9.29 16.74 -13.51 
« -5.21 -0.28 4.31 -9.52 
9 -7.69 -1.04 3.32 -11.01 
10 -^.52 2.07 7.36 -16.88 
n 5.26 2.75 8.24 -2.98 
12 -6.25 3.56 9.30 -15.55 -116.23 
2 1
 A / 0
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Tek Lee Pinance i Investment 
Actual Predicted Annual 
s cek Harket stock Excess excess 
… ， - ! l - J ， 二 ： t u r n return return return 
1987.7 1.74 9.48 
S 5.71 3.81 
9 28.38 9.19 
10 55.79 -43.20 
11 -54.05 -4.54 
12 3.53 7.69 
1 5 8 8 . 1 - 3 . 4 1 4 . 6 4 
2 -2.94 0.35 
3 -3.03 5.21 
4 0 . 0 0 2 . 3 2 
5 0.00 -4.08 
6 37.45 7.00 
7 13.64 0.28 
8 4.00 -8.78 
9 -7.69 -0.11 
10 -5.21 7.63 
11 15.38 1.21 
12 12.38 1.06 
1989.1 -8.47 14.34 
2 0.00 -1.96 
3 -18.52 -0.26 
1 I'i! •}!•：! 购sion 
• • • Std Err Of Y Est ll.1i 
• • R Squared 0.06 
• • • MO. of Observations 30 
10 .1；；5 - L l S Degrees of Preedo. 28 
；1 ！ ^ C o e f f i c i e B t f s ) -0•“ 
loon 1 . . I'll Std Err of Coef. 0.32 1990.1 -7.10 -3.00 3.18 -10.28 
2 0.00 7.28 -1.32 1 32 
3 34.72 1.56 1.18 33.54 
！ 丨 1 2 . 1 2 Regression Output: 
5 2.02 6.18 -0.84 82.86 Constant 2 66 
• •！i! Std Err of Y Est 22：48 
J - , • - • : • R Squared 0.00 
1 巧 〒 " 1 0 . 2 1 6.33 -26.54 Ho. of Observations 42 
9 - 3.20 -10.58 6.50 -29.70 Degrees of Preedoi 40 
• 54 8*34 "1^78 -11 75 
？} -19.28 -0.87 2.25 -21.53 X Coefficient(s) -0.14 
199ll! i l l ； l : l l 2 u l Std Err。f C。ef. U 7 
2 30.26 9.52 1.37 28.89 
3 -5.05 5.46 1.92 -6.97 
4 3.19 -4.21 3.24 -0.05 
5 -15.46 3.31 2.21 -17.67 
6 -12.20 -1.04 2.81 -15.01 
7 13.89 9.29 1.40 12.49 
8 -14.63 -0.28 2.70 -17.33 
9 0.00 -1.04 2.81 -2.81 
10 -8.57 2.07 2.38 -10.95 
11 12.50 2.75 2.29 10.21 
12 -1.39 3.56 2.18 -3.57 -1.86 
Tian An Investient 
Actual Predicted Annual 
Moiith 她 Mafket stock Excess excess 
… -二?…-•: - ? - -」 : :；； r e t u r n return return 
1987.7 2.40 9.48 
8 -10.94 3.81 
9 40.35 9.19 
10 -61.88 -43.20 
n 3.28 -4.54 
12 -12.70 7.69 
1988.1 -3.64 4.64 
2 0 . 0 0 0 . 3 5 
3 5.66 5.21 
4 28.57 2.32 
5 11.11 -4.08 
6 3.06 7.00 
7 4.35 0.28 
8 -3.13 -8.78 
9 -6.45 -0.11 
10 3.45 7.63 
11 3.33 1.21 
12 -3.23 1.06 
1989.1 6.67 14.34 
2 8.33 -1.96 
3 24.04 -0.26 
4 0.00 3.70 n 
5 -12 40 -11 Qi Regression Output: 
c ：： ；J Constant _0 an 
6 -43.36 -17.13 (tvj p,^  V p . 1 刊 
7 27.42 13.07 " f ‘ Est 13.27 
8 _11 39 -2 43 _ r e d 0.54 
9 ？ • Mo. of Observations 30 
10 -4:23 -1:19 Degrees of Preedoi 28 
11 -1 二 0.85 X Coefficientls) U 1 
1990：； ；：；! i l l 11 M 難 。 f C 。 e f . U 3 
2 24.19 7.28 8.67 15.52 
3 19.48 1.56 1.15 18.33 
I ^I'll 26.91 Regression Output: 
I 6.18 7.22 -1.96 Constant 0 93 
• M 丨 ！-I! S t d E r r 。 f U s t 1；：；5 
1 上 4 . 8 9 5.53 6.88 R Squared o aq 
-12.96 HO. of Observations • 
'I'll . l U O 13.01 Degrees of Freedo. 10 0.00 8.34 10.06 -10.06 
J； -J.OJ -0.69 X Coefficient (si 1.32 191：； 1：!； ；,i；；! •二 7 " " t “ r r 。 f C 。 e f . 0.21 
2 21.43 9.52 13.46 7.97 
3 6.62 5.46 8.11 -1.49 
劣 - 7 . 5 9 -4.21 -4.62 -2.97 
5 4.48 3.31 5.28 -0.80 
S 4.29 -1.04 -0.44 4.73 
7 -1.39 9.29 13.16 -14.55 
8 -1.41 -0.28 0.56 -1.97 
9 1 0 . 0 0 - 1 . 0 4 - 0 . 4 4 10•“一 
10 7.79 2.07 3.65 4.14 
11 6.02 2.75 4.55 1.47 
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 - -n 切 
Universal A卯liance 
Actual Predicted Ann.,.] 
S = : . . 
膽 . 7 • 9.48 
8 6.45 3.81 
9 6 2 . 8 8 9 . 1 9 
10 -59.07 -43.20 
11 -36.05 -4.54 
-25.45 7.69 
43.90 4.64 
2 5.08 0.35 
3 3.23 5.21 
4 35.94 2.32 
5 0.00 H . 0 8 
6 20.69 7.00 
7 -17.14 0.28 
8 -28.74 -8.78 
9 3.23 -0.11 
10 -12.50 7.63 
11 7.14 1.21 
i«。《12 1.06 
赃 1 3.45 lUi 
2 3.33 -1.96 
3 0.00 -0.26 
4 U i 3.70 
5 -7.69 -11,94 Regression Output: 
6 -36.67 -17.13 产 -0.65 
7 10.53 13.07 Std Err of y Est 16.58 
8 -3.23 -2.43 Squ，丨 o.42 
9 2.50 9.95 Observations 29 
10 -3.66 -1,19 Degrees of Preedoi 27 
11 3.80 0 J 5 „ 
12 -2.44 3 21 X Coefficient(s) 1.44 
1990.1 -2.50 -a.'oo -4.97 2 47 Std Eir of Coef. 0.33 
2 7.69 7.28 9:83 -2*14 
； 3 3 . 3 3 1.56 1.60 31:73 
4 0.00 -1.60 -2.95 2 95 „ 
5 37.50 6.18 8 25 so'oc , Regression Output: 
6 106.49 U • • Constant 3.II 
1 -15.09 4.89 • • m Brr of Y Est 23.90 
8 -33.03 -10.21 -1 . - • ^ ^ T t 。.29 
9 12.00 -10.58 .15'89 7 of Observations 4I 
10 19.54 8.34 1136 8 1 8 卿 。 [ 一 39 
11 ' u ! 1 ' ! ! I J ； … ？ coefficient⑷ U 7 
1991.1 - U 6 7:23 l U l - n il 。f 0.39 
2 5.56 9.52 ia.'o6 - U . 5 0 
3 -12.63 5.46 11.69 -24 32 
4 -15.66 -4.21 -3.50 -12 16 
5 - H . 2 9 3 . 3 1 S . 3 1 - 2 2 * 6 0 
6 0.00 -1.04 1.48 -1 48 
7 8.33 9.29 17.70 -9 37 
8 -15.38 -0.28 2.67 -18 05 
9 '1.32 -1.04 1.^8 -3:30 -
10 -7.41 2.07 6.36 -13 77 
11 -1.00 2.75 7.43 -8 43 
12 -2.02 3.56 «.70 -10.72 -159 35 
Wah Shing Toys Consolidated 
Actual Predicted Annual 
stock Market stock Excess excess 
•••Month return return return return return 
1 9 8 7 , 7 - 4 1 . 1 8 9 . 4 8 
8 22.00 3.81 
9 21.31 9.19 
10 -38.51 -43.20 
11 -26.37 -4.54 
12 -10.77 7.69 
1988.1 6.90 4.64 
2 1 . 6 1 0 . 3 5 
3 31.75 5.21 
4 8.43 2.32 
5 2.22 -4.08 
6 2.17 7.00 
7 -11.36 0.28 
8 -17.95 -8.78 
9 -4.69 -0.11 
10 0 . 0 0 7 . 6 3 
11 -4.92 1.21 
12 -10.34 1.06 
1989.1 23.08 14.34 
2 9.38 -1.96 
3 15.71 -0.26 
c '^I'll Regression Output: 
； . • 1 1 - 5 4 Constant -2 u 
- • - 二 Std Err of y Est l u ! 
- • • " 卿 d 0.35 
\ ] i l • • Ho. of Observations 30 
10 - l u ! - 1 1 ; Degrees of Preedo. 28 
]l I'll 丨丄5 X Coefficient(s) 1.01 
3.21 Std Err of Coef. 0.26 
1990.1 12.24 -3.00 -5.17 17.41 
2 9.09 7.28 5.23 3.86 
3 13.33 1.56 -0.56 13.89 
！ -3.75 5.22 Regression Output: 
5 13.04 6.18 4.11 8.93 Constant -1.83 
6 0.00 4.66 2.58 -2.58 Std Brr of Y Est 13 54 
7 -2.05 4.89 2.81 -4.86 R Squared 0.36 
8 -24.29 -10.21 -12.46 -11.83 Mo. of Observations 42 
9 -16.98 -10.58 -12.84 -4.14 Degrees of Preedoi 40 
10 1.14 8.34 6.30 -5.16 
11 -7.87 -0.87 -3.02 -4.85 X Coefficient(s) 1.04 
12 -2.44 2.01 -0.10 -2.34 13.55 Std Brr of Coef. 0.22 
1 9 9 1 . 1 1 7 . 5 0 7 . 2 3 5 . 7 2 1 1 . 7 8 
2 31.91 9.52 8.11 23.80 
3 -12.90 5.46 3.87 -16.77 
4 -14.81 -4.21 -6.22 -a.59 
5 3.26 3.31 1.63 1.63 
6 28.42 -1.04 -2.91 31.33 
7 -4.92 9.29 7.87 -12.79 
8 -5.17 -0.28 -2.12 -3.05 
9 -16.36 -1.04 -2.91 -13.45 
10 -6.52 2.07 0.33 -6.85 
11 9.30 2.75 1.04 8.26 
12 8.51 3.56 1.89 6.62 21.91 
6 8
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i^ ing On Holdings 
丨 Predicted Annual 
/ cek Harket stock Excess excess 
… r e t u r n return return 
1987.7 -2.00 9.48 
8 7.69 3.81 
9 30.16 9.19 
10 -65.85 -43.20 
11 0.00 -4.54 
12 11.79 7.69 
1988.1 -5.65 4.64 
2 -2.56 0.35 
3 21.05 5.21 
1 8.70 2.32 
5 14.67 -4.08 
6 11.16 7.00 
7 -1.05 0.26 
« -1.06 -8.78 
9 3.23 -0.11 
10 2 6 . 8 8 7 . 6 3 
11 5.79 1.21 
12 10.94 1.06 
1989.1 5.63 14.34 
2 5.33 -1.96 
3 82.28 -0.26 
5 .11'94 Regression Output: 
- • - • C _ a n t 5.24 
• • Std Brr of Y Est 19.74 
- • • 0.42 
1 • of Observations 30 
10 U s I ' n D _ s 。 f _ c « 28 
!! I'll ？ X C o e f f i c i e n t ( s ) . 1.54 
： 3.21 std Brr of Coef. 0.34 
1990.1 -3.42 -3.00 0.61 -4.03 
2 1 . 7 7 7 . 2 8 1 6 . 4 7 - 1 4 . 7 0 
3 1.74 1.56 7.65 -5,91 
t “！'?® 2.36 Regression Output: 
5 -1.63 6.18 14.78 -16.41 Constant 3 39 
H•！2 -16-56 Std Brr of Y Est 17.40 
； 4.89 12.79 -11.07 R Squared 0.39 
1 -10.21 -10.51 -11.10 No. of Observations 42 
9 1.62 -10.58 -11.08 12.70 Degrees of Freedoi in 
10 8.09 8.34 18.11 -10.02 
11 6.93 -0.87 3.90 3.03 X Coefficient(si 1.43 
0-00 2.01 8.34 -8.34 -80.06 Std Brr of Coef. 0.28 
1991.1 0.93 7.23 13.71 -12.78 
2 7.34 9.52 16.99 -9.65 
3 7.69 5.46 11.19 -3.50 
4 5.56 -4.21 -2.63 8.19 
5 2.26 3.31 8.11 -5.85 
6 -1.65 -1.04 1.90 -3.55 
7 - U 3 9.29 16.66 -21.09 
a 0.80 -0.28 2.99 -2.19 
9 -3.17 -1.04 1.90 -5.07 
10 -6.97 2.07 6.34 -13.31 
11 -1.79 2.75 7.31 -9.10 
12 0.00 3.56 8.47 -8.47 -86.37 
Wong Industrial Holdings 
Actual Predicted Annual 
她 Madcet stock Excess excess 
… ， r e t u r n return return 
1 9 8 7 . 7 1 5 . 3 1 9 . 4 8 
8 3.54 3.81 
9 7.69 9.19 
10 -65.08 -43.20 
11 -20.00 -4.54 
12 2.38 7.69 
1988.1 -6.98 4.64 
2 36.25 0.35 
3 23.85 5.21 
< 19.26 2.32 
5 4.97 -4.08 
6 7.91 7.00 
7 -2.58 0.28 
« -4.64 -8.78 
9 -2.08 -0.11 
10 11.35 7.63 
11 -3.82 1.21 
12 -7.64 1.06 
1989.1 6.77 14.34 
2 5.63 -1.96 
3 6.67 -0.26 
1 -0.63 3.70 „ 
5 -18.24 -11.94 肌 o n Output: 
；、：1丨： 广 二 
8 0 00 -2 41 quared 0.62 
1 7 • »。• of Observations 30 
10 .5：07 -1:1; Degrees of Preedo. 28 
U ：!'!!丨•丨丨 X Coefficient⑷ u o 
1990.1 -1：!! -3.1； -3.17 1 3 B Std Err。f C。ef. 0.21 
2 18.18 7.28 11.18 7.00 
3 9.23 1.56 3.19 6.04 
1 29'l3 ' l i ] JS'^I Regression Output: 
： 6 . 1 1 ) 9.64 19.39 Constant i 50 
i i l 丨 al ！'sSj - U 2 S t d B r r。f Y E s t ilj； 
- • • • R Squared 0.63 
- • - • - • No. of Observations 42 
10 2 u ! I s! 1 U 6 i l M 。 【 ‘ 。 
！! ： ^ " •；-2； ' U 2 X CoefficieDt(s) 1.50 
1991：! ' u ! ；丄 l i Std Err。f C。ef. 
2 13.73 9.52 15.83 -2.10 
3 6.90 5.46 9.75 -2.85 
4 -6.45 -4.21 -4.72 -1.73 
5 1.15 3.31 6.53 -5.38 
6 0.28 -1.04 0.02 0.26 
7 33.14 9.29 15.49 17.65 
8 0.00 -0 .28 1.16 -1 .16 
9 '4.44 '1.04 0.02 -4.4石 
10 -12.56 2.07 4.68 -17.24 
11 -2.66 2.75 5.70 -8.36 
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1 * • 
Yuen San Enterprise flldg 
. . Predicted Annual 
stock Market stock Excess excess ‘ 
… . ， ! ! - 二 ， ： 二 eturn return return return 
1 9 8 7 . 7 2 7 . 7 8 9 . 4 8 
8 83.70 3.81 
11 16.67 -4.54 
12 -43.71 7.69 
1988.1 2.36 4.64 
2 -30.00 0.35 
3 -5.36 5.21 
4 -1.89 2.32 
5 -8.46 -4.08 
6 28.15 7.00 
7 - 8 . 2 0 0 . 2 8 
8 .-8.93 -8.78 
9 -13.73 -0.11 
10 13.64 7.63 
11 - 1 . 6 0 1 . 2 1 
12 -1.22 1.06 
1989.1 2.06 14.34 
2 4.84 -1.96 
3 7.69 -0.26 
4 -3.57 3.70 n A 
5 .10 OQ .1, OJ Regression Output: 
- • • • constant -0.60 
n i l • Std Err of Y Bst 21.92 
• • « _ O . U 
• • No. of Observations 28 
10 5：32 - U； Degrees of Preedo. 26 
\l I ' f g 丨 f Co e f f i c i e n t (si 1.12 
1990 1 * 7 • Std Brr of Coef. 0.60 
1 9 9 0 . 1 1 2 . 5 7 - 3 . 0 0 - 3 . 9 7 1 6 . 5 4 
2 28.64 7.28 7.57 21.07 
3 9.43 1.56 1.15 8.28 
1 "！-JJ 1 U 7 Regression Output: 
6.18 6.34 13.66 Constant -0 30 
5.88 Std Brr of Y Bst 20.'l9 
4.89 -11.93 R Squared 
• 2 . -10.21 -12.07 -12.17 No. of Observations "io 
9 -1.20 -10.58 -12.48 11.28 Degrees of Preedoi 38 
10 9.31 8.34 8.76 0.55 
11 -30.37 -0.87 -1.58 -28.79 X Coefficient(s) 1.19 
• ！ 2 . 0 1 1.66 -23.47 15.36 Std Err of Coef. 0.48 
1991.1 10.88 7.23 8.29 2.59 
2 7.36 9.52 11.01 -3.65 
3 -1.14 5.46 6.18 -7.32 
4 -15.61 -1.21 - 5 J 0 -10.31 
5 -10.27 3.31 3.63 -13.90 
6 -3.82 -1.04 -1.54 -2.28 
7 -9.52 9.29 10.73 -20.25 
8 -12.28 -0.28 -0.63 -11.65 
9 -12.00 -1.04 -1.54 -10.46 
10 -7.95 2.07 2.16 -10.11 11 11.11 2.75 2.97 U4 
12 -14.44 3.56 3.93 -18.37 -97.56 
APPENDIX B 
Monthly Abnormal (Market-Model Adjusted) Returns for 1990-
Portfolio ranked on the magnitude of the firm's 
Actual Price on Dec 18 1989/1988 Earning (PE) Ratio 
Monthly Abnormal (Market-Model Adjusted) Returns for 1991. 
Portfolio ranked on the magnitude of the firm's 
Actual Price on Dec 18 1990/1989 Earning (PE) Ratio 
Monthly Abnorjai (Harket-Hodel Adjusted) Returns for 1990: 
P - on Dec 13 i m / 1 . 3 E a r n . . (PE) R a t . . 
，…--••…--•… 
FIRST PE QUARTILE 
二 = -0 S 二 ？：！； - - -0； -U. 0.. U1 us 
3.03 $43,621 -0.06 -2.24 - U - ' - • • • I'll " ' ^.24 -0.86 -3.20 
3.15 $432 7 .42 -10.68 - - . - • • . . -o. -0.04 -6. 38 -3 .23 -2 . 10 
• N 3.27 $5,803 -9.00 -8 .27 . - . . . . • • ⑶ - 1 2 . 8 2 -H.86 -13.09 
瞧 I N D 3.90 $436 1 .38 7.00 i . i . • . U O -5 . 95 -0.29 -5 . H 
CATHCITY 3.98 $301 -13 18 -22 2 . . : F 7.16 -6.77 -7.45 11.48 -4.42 -14.73 
T V 瓶 D U 8 $3：650 ！：! ？ : . - • - . 2 • -12.37 - 1 U 8 - M S G.45 -3.81 I L 
SOUTHSEA 5.42 _ 2.32 -7 0 . . • -7 .33 -5 . 84 -4.39 4.74 -2.02 -12.23 
隱RSTE 5.72 $135 -1.0； -1 ： - ： - . ' t 丨.54 .1.72 - U O - U S 
L I U C 醒 5.91 $1,256 0.93 -7.34 - - . - • • . ''I'll ' ' V J . '''''' '''' -13.93 
CENTURY 6.02 $905 -6.75 -8 02 4 . i . 丄 . 。 。 石 3.97 -4.33 -3.19 - U O 
隱 隱 6.04 丨780 丨 i - ： 1： - • • . - . -1 3 59 -17.41 -7.92 0.92 
SECOND PE QUARTILE 8.30 -1.33 -8.10 -8.98 -5.97 -9.54 -11.38 
S ! t ；：；； S ! ：；：；： I s i 5 n i - 1 1 ; 丨 • ； i ； ; ： ! • ： ! -11.02 -a.23 - U 2 - 3 . H 
s 画 P A C 8.46 $ 5 632 - . • i . " ' . 丄 • 〈 . 7.16 -8.14 8 .98 -5.47 -4.72 
CPAIR 8.52 $24 062 - - . - • ^ • • • . -2.56 -1.47 - U O -0.16 
PALIBURG 9.18 $ U 9 9 - U O - - ： n . ' - • ； . -1 • ；:；7.94 -6.35 -1.01 
ASIASECU 10.00 $979 0.84 -21 76 - • i ‘ • _ • 15.56 -14.13 -0.68 8.25 
HANDAORI 1 0 . 0 9 $4 29 . - . i ' . ； - 旧 〕 - 5 . 5 6 -8 .18 5.21 -7 .58 
SUNHUNGK 1 0 . 0 9 . - . • . 工 . • ‘ _ . _ - 7 . 4 9 2 0 . 9 0 - 8 . 6 8 - 1 0 . 3 3 - 3 . 8 1 
= S $二 ： - ;：：； l i - u ： •：：! 
5 = PE -O.S. . . . U 1 - U S - U ： ^ I H ；：二 -!：；； 1：；1 
； S I o n ! S S S 丨•！； ； ! t r 1.43 -14.18 -0.69 -8.32 -3. 85 3 . 02 -S.87 1.34 -3.50 
. ‘ - • -”• 1 . 2.36 -16.41 -15.56 -11.07 -11 . 10 12.70 -10.02 3.03 -
LAMbUUN 11.46 $1,308 -9.14 -1.68 -5.57 2.73 -10.37 -14.55 -4 99 -9 29 -il QQ - n fii A OO io cn 
_ 0 11.76 $27 , 563 -4.70 8 . 91 U 9 4.74 5.94 • . t f . 〈 • 
C _ S E E 12.18 $3,470 1.34 -28.17 -6.11 2.08 -12.70 - . 1 • • -1 ' - • ； ' 
J _ E S O 12.19 $15,795 -3.41 -4. 30 3 .44 1 .38 9.29 -15. 4 . - • - . -1 • _ . 
~ ；;1: s / S T ； ； 1 ;丄 6 5 22 3 . 9 3 - 2 . 5 3 - U S - U：!； -l：；； 1：：!： !；： 
誦 T A K 12.76 $2,855 -2.81 -14.58 2.05 7 .00 -16.97 -2.34 -17.07 -7 .37 -5 52 -10 19 -1 1 H -ft 
K A D E _ 13.24 $388 12.57 2.17 -0.70 4.27 -15.64 21.41 -7 -1 0 - ' ！ ' - . 
HKSHANHO 15.38 $4,933 -2.02 -4.43 -3.25 10.30 -4.53 -2 93 -2 22 -111 1 • • • 
™ i t x s i / l ; ; t s 丄3 二 62:2 -1；:!； I；:!： -li:；! - 1 : S ； 
DAIRYPAR 16.10 $12,977 -4.77 -1.30 -1.31 -0.76 11.12 -15.45 -7.68 3.84 -6.53 6 97 3 84 1 41 
S = E m n i L $357 6.1。-10.70 3.58 -1.35 -9.31 51.94 -7.04 - 1 . 8 - u j ！：！! - l u l u J 
O G O N C O 17.18 $2,324 -11.59 -6.60 -12.27 2.35 -15.01 -7.69 -3.98 -8.52 12.88 -11.54 -4 75 -6 57 
HAECO 18.31 $4,260 -10.80 -5.42 -8.01 0.41 -7.38 -6.82 -7.08 -13.41 -3.55 -3.75 -13.40 5*58 
HKLAND 18.33 $23,031 -10.94 -3.53 0.17 -3.76 0.90 -7.32 0.90 -6.79 1.94 -2.19 -3 81 - H 8 
TYLFULL 19.50 $707 4.52 -10.26 -2.64 -4.16 5.21 5.37 -16.52 -11.01 -4.08 1.46 -2.72 -2*40 
M m i N 22.61 $126 -7.19 1.15 62.49 -31.95 6.14 9.92 10.35 -13.51 4.92 -6.26 5.97 0*64 
HANGSENG 23.13 $20,553 1.35 -5.14 -0.54 1.21 -3.15 -3.75 3.79 1.43 3.85 12.75 5.79 1 42 
EDFMAN 30.20 $94 -9.31 -12.45 -1.02 7.60 3.09 8.88 19.33 37.89 14.05 -7.69 -11.45 -16*28 
BANKEAST 31.68 $4,198 3.34 -7.38 -4.60 -1.33 2.53 3.99 -3.25 1.13 -0.25 1.84 3.87 2 11 
SANMIGUE 32.34 $1,420 -0.74 16.45 -4.55 -2.99 -0.23 -10.28 -2.10 2.57 -0.73 0.04 -1.43 -1*63 
TAISANGL 39.84 $722 -4.17 -13.00 -0.69 0.30 -6.17 -10.22 -9.57 -12.37 10.13 -9.99 -10.41 -10'41 
FEHOTELS 59.38 $353 -1.08 -2.89 -1.56 -6.24 -16.33 -2.52 -6.68 -2.23 8.95 -18.05 -5.28 -6.63 
FPSPECIA 106.71 $289 -17.88 -10.68 15.81 -4.29 -24.96 -5.20 3.84 -17.02 -1.43 6.85 -3.73 -12.00 
雪 塞 霧 ® * 露••••••••••••，•"^••“®®®•鬵》«»«»重雪翼雪》»8!==二二 s^sssaBsss^sassssssssssssssssajsssssssssrsssrsssssatsasssssssss 
Monthly Abnoriai (Harket-Model Adjusted) and Returns for 1991 : 
Actual Price on Dec 18 1990/1939 Earning (PE, Rati。. 
Naie PE RATIO HAR CAP 了 
二 … ， 〜 • • ， _ 〜 • ， … A P R HAY JUNE JULY AUG SEP OCT NOV DEC 
FIRST PE QUARTILE 
= 聽 1:?? s 二 " i ； ! •；；:；! 1 1 ; H i T s ； ；!-S -13.S9 
= « o S 二 :；：；： :；1： ,； u? ；:；： -^:：： .；：：!.；：：； 
WAHSHING 4.06 151 1 23 - ‘ . “ ‘ , . 丄 〕 ？ -3 . 95 3 .44 -5.13 - L 1 5 -10.53 
SOUTHSEA U 6 ！ ‘ t . ： • . 3 . -12.79 -3 .05 -13.45 - U 5 8 .26 " 2 
JHOTORS U 4 $1 098 . 一 . . • . ^ ‘ “26 -2.51 -17.17 2.36 
WONGIND U 5 603 - ‘ ‘ 0. 19 10.66 1 .11 12.93 -5.27 
C H 0 _ G - ： I J . - • - • . 17.65 -1.16 - U 6 -17.24 -8.36 -1.80 
MANSIONH 5.98 106 -1 - • - . . . ； ' 〈 . - • - .58 -1 .25 7 J O -2.05 -8.96 
CPAIR 6.04 $20 052 u l 1 : ! ： • : . | ^ ^ " M ? 。.97 -12.37 
ASIASECU 6.23 $971 -6 49 -0 5 - . . . ; . 9. 33 1 . 42 -1 . 32 1 .67 -6 . 10 
SUNfiUNGK 6.35 $1 - ' . -1 . " ' _ . 1 ' -4. 57 -6 .82 -23 .81 -11 . 89 
SECOND PE QUARTILE 12.85 6.42 -3.94 ,-2.03 5.41 -8.90 1.54 -6.73 -3.08 -6.72 
= 5 ； - ! ! ： ： ： ；：：! - 二 1 • 丨 ： ： 丨 . S ： ： 二 I S 
= 丨 ： 丨 丨 二 -!；:；； -!；:：： .：：；； :：：!! - - • 
= ； ： ： ： 二 ; .；:；： ：：:；； ；；:：； .；:!： ；： J • ： 
= i i i i -：：；： t i i ； s : i：!： i i i : i i 
m j 圓 I T 8.DJ 51,434 2.61 -6.44 -1.80 -10.93 -3.12 -3.44 -5 49 -10 86 -4 ii .9 u A U C 00 
Z m 丨 ^ H S ! 丨 ： 3 . 0 4 1.；： .26：：! .；：；； -1 :：：：； 
S p e o J i S • 3 . n 個 3 . . - . 0 0 - o . s . . . . . ： ： ； ： . ： ： ； ； . ； ： ! ； ： ； ： ： ； 
Z m 丨 • ? • ! ! 丨 - 6 . 。 5 -5.11 3.75 -11.87 -15.21 8.01 -7.52 3.84 -3.02 
M F E R R Y 9.82 $695 -6.31 -1 .43 1.80 -1 .23 -5.38 -0.50 10.22 2.14 -0 07 -2 09 -3 05 -1 in 
CAVENDIS 10.11 $10,291 -0.24 -2.43 -3.78 -0.85 -3.69 1.63 -4.12 - • . _ . 
C H E U _ 10.21 $28,349 2.82 -5.68 15.99 1 .24 -3.11 1.19 8.47 0. - - . - • . ' 
H K S _ 0 10.40 $3,848 -11 .63 0.09 -0.98 4.90 6.49 3.14 -5.31 -1.7 - • - . _ . 
• 哪 C O 11.09 $2,102 -2.12 -4.68 -13.49 -Ul -10.24 -1 . 86 -19.06 -5.26 - -1 ： 3 • 
TYLFULL 11.50 $1,053 -13.60 -2.19 -6.13 -10.21 -2.79 6.63 -10.07 5.23 31. - -3 - . 
醒 O N H O 12.03 $1,960 -12.78 -9.65 -3.50 8.19 -5.85 -3.55 -21.09 -2.19 -5.07 -13.31 - . - ' 
HUTCHISO 12.14 $36,865 1.21 -8.40 3.55 1.76 3.07 -1.86 -4.41 -9.60 -2.03 -4.27 -0 0 
HKLAND 12.30 $19,142 1.19 -1.19 -2.75 -1.08 3.72 -1.24 4.10 -3.37 -0.02 -1.71 1.56 -1.48 
UNIONBAN 12.96 $234 -13.45 -3.48 -9.83 0.75 -3.48 -2.36 -4.36 -6.27 20.90 -8.05 -9 11 l'o9 
HKELECT 13.12 $20,405 -2.21 -2.69 6.20 -1.81 4.90 -0.29 -2.24 3.33 -2.95 -0.51 2.28 2*34 
MINXIN 13.28 $207 -19.11 -5.61 25.87 7.25 -12.01 -8.85 -18.69 -3.50 -5.98 -5.71 -0.37 -3*58 
FOURTH PE QUARTILE 
CATHCITY 13.83 $630 13.75 -13.36 26.42 -18.25 -18.53 2.63 -22.31 12.07 -0.45 -7.67 -7.15 -14 52 
LAMSOON 14.23 $1,069 -10.05 -1.83 -6.90 -4.39 -12.96 4.25 -21.24 -5.56 1.58 -6.44 -10.42 -15 33 
CHINESEE 15.76 $2,746 -0.62 -4.58 0.33 -7.55 -4.91 2.48 -5.05 -5.72 0.88 -4.98 -62.53 129 08 
DAIRYFAR 17.13 $ 1 6 J 3 6 -8.18 -3.73 -4.02 -1.17 -6.81 -3.34 -14.64 -5.08 -9.32 -8.56 -3.91 -0.27 
HANGSE»G 18.18 $22,980 3.32 2.83 -5.22 10.66 4.12 -0.49 7.05 2.73 -2.01 8.50 -10.54 15.27 
PAREASTH 23.18 $284 -9.47 -7.51 -0.56 5.64 -14.60 -0.92 -10.08 0.09 -2.15 -7.44 -2.75 5 73 
SANHIGUE 25.26 $1,345 -5.41 -3.85 -12.81 2.72 -1.46 2.84 -9.51 -5.07 0.89 -2.91 -4.95 -1.65 
LUKSIND 29.20 $557 -1.05 -3.88 11.93 -3.72 16.40 10.37 -26.94 -7.79 -3.25 -5.20 -3.43 -6.33 
BANKEAST 45.38 $4,176 5.63 8.71 -5.67 4.33 5.25 2.86 1.35 6.68 -0.52 7.96 4.16 9.47 
PEHOTELS 61.67 $351 -13.96 -5.87 -13.31 12.91 -4.99 -4.27 -7.01 -8.49 2.44 -11.81 -7.49 -13.71 
PPSPECIA 78.21 $176 0.78 -3.09 -5.95 -14.03 -1.61 4.39 -9.84 12.28 2.48 -20.84 -16.38 -5.63 
TIANANIN 112.00 $783 -7.69 7.97 -1.49 -2.97 -0.80 4.73 -14.55 -1.97 10.44 4.14 1.47 -6.18 
重塞•SS8SS33SSSSSSS2a3SXSSSSSSS3Sa8S3SSXSS308SS8SS3SSSSSSB8SSSSS8SSSSSSfiSSSZ8SS = S8S•霧塞•••SSSSS 
APPENDIX C 
Average Monthly Abnormal (Market-Model Adjusted) Returns 
for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's 
Actual Price/Last Year Earnings (PE) Ratio 
= 2 ? ， n t 卞 A b n o r ^ i (Market-Model Adjusted) Returns for 1990 and m i . 
[！i二 Of the f i n - s Actual P n c e / U s t Y e . LJnings (PE) Ratio. 
Na-e PE RATIO … 
"AY J UN JUL AUG SEP OCT NOV DEC 
FIRST QUARTILE 
1 = 1：：； 1::;: ；•；! ； ； i ; 15.。4 -9.39 。.98 5.71 U S - U 5 
HSBC 3.03 - - : • • • . • - . 20 56 - U I -2.46 2.24 -0.86 -3.20 
PROMETPE 3.15 1 42 -1 - . . • I ' 。.26 -0.04 -6.38 -3.23 - U O 
HYSAN 3. . ： ！ ' • • " ’ • • ！-29 -1.24 U 1 -12.82 - 1 U 6 -13.09 
_ N D 3 . 9 。 丨 ： ； ； 丨 丨 : • _ . .11 | 0 8 丨 - 5 . 9 5 -0.29 . . H 
CATHCITY 3.98 -13.18 -22.27 0.22 -1 .26 - 2 • _1 • ‘ ‘ ^ ‘ _ f .！⑶ 
TVEHOLD 4. 88 0.79 -3 57 4 ？1 fi li • ： J. 0.45 -3.81 -5.64 
SOUTHSEA 5.42 - • • _ . • . • . - 5 J 4 - U 9 -2.02 -12.23 
= S - • - 二 m ! -n：：； 
= s ：；;：! 1 i • - s 丨:i -^ii lii •!：：； 
i L . i i - i l l -；：；； S 1：：! 1：!： -：：:: l i i 
E f i i i - i i i H I l i i i i i l i i t i ! S i i i ； l i i 
i E i;ii :i;ii lii -ii ;i:ii i i S i iii ；:i ：^：：：丨：丨丨• 
5.98 -10.53 -9.74 -11.99 -1.77 -13.47 -5.3 - -1 ： - ： -i • • • 
ECU •；! T i i i f 2.13 -1.43 -3.22 9.33 u S ^ u S ； j !： 
. - . ' • ； . - . 1 • -17.。9 -12.5。-4.57 -6.82 -23.81 -11.89 
… 一 - 6.42 -3.94 -2.03 5.41 -8.90 1.54 -6.73 -3.08 -6.72 
= D E V Vu Vu ^Al -2.87 -。.51 -3.7-厂:「:厂:;:;厂:;:8-厂:「；「 
^jlJlll 7.04 14.12 8 . 16 4 .40 8 .41 10.15 12.08 7 . 97 6 .01 8 .79 7 65 5 82 
; S -1.40 -0.15 -1.64 0.63 -1 .74 -0.26 -0.35 -2.37 -0.56 -2.85 -I'll IS 
significance 0.1 0.05 0.01 0.05 0.01 
= 二 M o n t h 丨 y Abnor丨ai (Harket-Hodel Adjusted} Returns for 1990 and 1991. 
Na.e PE RATIO JAN - " ; " 「 " ; 『 ： " " ： " " ： — 
MAY JUN JUL AUG SEP OCT NOV DEC 
SECOND QUARTILB 
； S t ；：；； ：；：!； .J：：； ：；•：! ； J ； ；;•；； ； ； . ； ! 々 的 - U M - S . S -3.14 
SWIREPAC 8.46 1 .33 - ： ' 丄 • . -1 • .1 . 7.16 - 8 . H 8.98 -5.47 -4.72 
CPAIR 8.52 -2. . ： - • 丄 . . . • • -2.5S -1.47 - U O -0.16 
PALIBURG 9.18 -4 20 - - • n . " ' -12.01 -3.72 -7.94 -6.35 -1.01 
ASIASECU 10. 0 - 2 1 - . . ； ' . " 15.56 -14.13 -0.68 8.25 
HANDAORI 10.0 ： -2 : • . 二 • • ； . - 3 -5.56 -8.18 ' 5.21 -7.58 
SUNHUNGK 10.09 0.31 - - . ' ' - • " ' . • ; . 20.90 -8.68 -10.33 -3.81 
CHBUMGKO 10.25 7.97 - • • • 1 • ' 12.64 4.09 -11.49 -4.05 - U 6 
CAVENDIS 10.29 ： - . . _ • _ . _ . 1.91 -2.67 7.80 3.56 0.47 
= ！ ! : 1 ! ；•；： ； M； 二 二 ：；:：； 
1丨:丨丨 t S I J • f ：；： •丨:S :::丨丨•;：;; 
=：；：：：ti -lii :ii:i i;i ti ：:：!: li t li: ；ii -iiii 
i i i:ii Si i Si i:ii lii i i ：：：：!：! 
MANDAORI 8.03 -8.91 6.98 -6.01 -2.53 -4.31 - - • 1 ' • •‘ . • • 
REGALHOT 8.49 -20.84 -0.70 -3.09 -6.66 -9.83 -9. -1 - • i ' . • • - 7 
s 1:!： ：：:!；：丨丨 .二 • • 
=：；：!! tl! I S tJi 二 - -
， - … … - ？ 」 : ? 、 」 : : : ， • … ？ 」 . 。 。 I l l 
MEAN -0.94 -2.65 -2.00 2.27 -3 .37 -1.24 -6.77 -4 01 0 78 
； ; = " V ； ⑶•；:；； -1." 1；；： •；：；。•“ - V ； I；; 
= ? = 。 n _ / b n 。 r u a i (Market-Model Adjusted) Returns for 1990 and 1991. 
— ^ ^ Actual m c e / U s； 二ngs ,PE, Rati。. 
… - - ： ” ， … - - - - • … 
THIRD QUARTILE 
= = � n：；； -；：；； -；；：! ：•；  ！•；  ：；：•；  ； ; - a . 35 3 . 02 - u . u . -3.50 
LAMSOON 11.46 -1.68 - . _ . : . . ' ' I ' H 旧 。 - 1 0 . 02 3 . 03 -8 .34 
11.76 -4.70 8 .91 u ’ • • “ ‘ _ • "13.63 - U 2 -12.60 
C _ S E E 12.18 1 .34 -28.17 -6.1 . . - • .I'll . ” 玉 8 . 6 7 -0.18 
J M A M O 12.19 -3.41 - U O 3.4 ： T -1 . T . . J -10. 93 , -1 . 98 -11 .07 
WAHSHING 12.62 17.41 3.86 13.89 • . . - I J l -1.01 -10.29 -12.84 
誦 T M 12.76 -2.81 - H . 58 2 ： -1 • - • " ' . " H o -2.34 
KADERHLD 13.24 12.57 2.17 -0.70 4 - • o ' V I ： ' -11.84 -8.45 
flK_HO 15.38 -2.02 -4.43 - ! •• . . 丄 . 丨 . ； ： - 9 . 6 5 -2.46 -0.88 
• A O 15.90 11.74 15.52 18.33 - • • f . • 1 81 -5 . 06 5.63 
DAIRYPAR 16.10 -4.77 -1.30 -1 31 -0 7 i ' • 13.01 -10.06 -0.69 0.13 
_ _ 16.64 6.10 -1 ； • . • " • - . -6.53 6.97 3.84 U 3 
JHATHESO 9.70 -12.01 - 4 J 9 - . - . • ； ' ； . _ .5? -13.45 6.37 
HKPERRY 9.82 -6.31 -1 43 • • _ • -15.21 8 .01 -7 . 62 3 J 4 -3.02 
CAVBHDIS 10.11 - -2 - • - . _ . • • 1 • 2.14 -0.07 -2.09 -3.05 -1.30 
CHEUNGKO 10.21 2 • : 1 . ' : . . - 1 - 68 5.29 1.02 U 5 -4.24 
_ l U 。 - 1 1 . 6 3 丨 : • ： ： . . • . t l ^ -5.97 - l . H 
WIHGOHCO 11.09 -2.12 -4.68 -13 49 - .1 ' • • _ . 5.80 -6.53 -2.07 -2.40 
= 。 I ! : ； ； 二 二 ：； • ：；  二 ：；：:；! 
S ： 1 : ； ! - 二 - ^ u ! •；：]； 
= r ！ M S " t i ; • - - 3 ； .：：;: 二 ；;：;; ：；：：； .；：；； -；•：； 
'i-i： " i l i i'ii i:ii - 二 i ; ] 「 - 〒 l l - • 0.77 V -2.37 0.09 -2.76 -3.99 1 .07 -4.49 -2.20 -3.27 SIGNIFICANCE 0.05 0.1 0.05 0.05 0.01 0.01 0 05 0 01 
L ( 阶 k e t - M o d e l Adiusted) Returns for 1990 and 1991: 
二 二 二 ： 二 :_。f the f i n - s Actual Price/Last Year Earnings (PE) Ratio. 
• _ _ - • M A Y JUN JUL AUG SEP OCT NOV DEC 
fourth quartile 
： " i ; : ; ; ； - ： 二 •!；：；； ：：；； ：；•；； ；；.：； l u ； - n . . - ⑶ 
1!:S 1 1 S - .：:；； 
- ;；•；：：； -：：；： 1:;; •：:： 
= L 二 -!：：；； .： i S 二 .；：：： 
？ ： ； = S ： :：：：! .!!•：； - - J i：!； 
FEHOTBLS 59.38 - ： ' - • | ； . 〈 . • . ,12.37 10.13 -9.99 -10.41 -10.41 
PPSPECIA 10S.71 .17：!； -1；：；； 1 •• - : ： ： : • - • • ；•；S - I h。； 
C A T H C m 13.83 13.75 -13.36 26.42 -18.25 - • -2 • • " ‘ . “ ‘ 吼 。 。 
LAMSOON 14.23 -10.05 -1.83 -6.90 -4 3 - • . • . _ . -丄⑶ 
： ； ； - l U O - 0 . 9 2 -i；：!! m J - U - ： : 1 . 
SANMIGUE 25.26 -5.41 -3.85 -12.81 2.72 -1.46 2.84 -9 51 -5 07 0 ftO -o Q , ' , 
z z ：：1! V J -丄'si 丄 . ； : ； ： 』 • • ： ： ： ： 
？MEAST 45.38 5.63 8.71 -5.67 4.33 5.25 2.86 1 .35 6 68 -0 52 7 Qfi 4 u ：； 
H O m s 61.67 -13.96 -5.87 -13.31 12.91 M . 9 9 -4.27 - - • • • - • i . 
= l u i i ； 1 1 ; t ! ： 4.39 - u i i l ： S:：! - l i : ； ! - 丄 - ： ； 
！-？？！？-？…二 : - … 二 丄 . -1」9 -2.97 -0.80 U 3 -14.55 -1.97 10.44 4.14 1.47 -6.18 
L T d e V 1 1 ! 」•？！ V J -。』。-5.75 -「；;… -「； ;… :「； r :「 r - -「 6 7 
！ T STICS . . 1 • . ” 9 5.89 10.37 10.96 5.52 7 .92 12.78 27.14 
1 = “ • • • -1 .28 -2.07 -0.00 -2.72 -0.85 1 .69 -2.27 -2.53 0.30 
SIGNIFICANCE 0.05 0.05 0.1 0.05 0.05 0 05 
Average Monthly Abnormal (Harket-Hodel Adjusted) Returns for 1990 and 1991. 
Portfolio ranked on the magnitude of the f i n ' s Actual Price/Last Year Earnings (PE) Ratio 
， • APR MAY JUN JUL AUG SEP OCT NOV DEC 
FIRST PE QUARTILE 
SHALL FIRMS (HC LESS THAN $1,000 HILLION) (n-17) 
画 丄1 4 -1.51 -2 .53 -0 . 28 -3 . 48 -0 .47 -1.31 -5 45 - 2 59 i R ” ？ ” 
STAN DEV 8.40 16.43 8.77 4.42 9.97 12.18 1 ： ^ | • 
^ S c S -l.。5 -0.41 -1.19 -1.44 -O.IS -0.38 -2：!! - u S ：！：!^  .；：；： -S:S 
• - S M A L L FIRMS (MC MORE THAN $1 , 000 HILLION) (n=9) G.05 U l 
MEAN -1.54 1 . 81 -2 . 80 2 .22 -1 .71 -0 . 58 -0 .00 -0.39 2 . 97 -2 23 0 6? -4 f；^  
, D E V 3.12 7.68 6.86 3.87 3.79 4.14 5.95. 6 . ' •； 
S S S S U l -1.22 1.73 -1.35 - 0 . 2 -0.00 -0 .13 2 . 1 -J.'S ；：；； -J；；； 
。.iQ 0.01 
SECOND PE QUARTILE 
SMALL FIRMS {HC LESS THAN $1,000 MILLION) ( n M ) 
^^jJN -1.60 -12.84 -10.12 3.55 -7.82 -2.03 -3.01 -8.73 -5.01 -2.33 -1.91 -7 93 
STD DEV 7.51 5.15 6.28 2.41 3.27 1.49 9.49 3.58 0.75 8.97 ！' 
^-STATISTICS -0.43 -4. 99 -3 .22 2.95 -4 .78 -2 .73 -0 . 63 -4 . 87 -13 .33 -0. 2 -0 - i n 
significance 0.05 0.05 0.10 0.05 0.10 0.05 0.01 t 
NON-SMALL FIRMS (MC MORE THAN $1,000 HILLION) (n=22) “ 
MEAN -0.82 -0.80 -0.52 2.04 -2.57 -1.09 -7.45 -3.15 1.84 -2.67 -2.59 -2 06 
• D E V 6.08 5.17 12.89 o.62 5.71 6 .74 10.23 6.06 3 . 08 1 .70 S 79 4 
t-STATISTICS -0.64 -0.61 -0.19 1.44 -2.11 -0.76 -3.42 -2.44 1.07 -1.63 -1*79 -2* 
si g n i f i c a n c e -…… 。.。5 0.01 0.05 o.io 0 05 
THIRD PE QUARTILE 
SHALL FIRMS (MC LESS THAN $1,000 HILLION) {n=7) 
獵 N 1 .28 0. 05 7 .56 5 . 97 -5 . 55 9 . 83 -3. 69 -6 .64 3 .14 -4.64 - U 5 -0.07 
STD DEV 13.15 7 .75 11 . 41 9 .07 7 . 41 19 . 51 8 . 96 5 .55 9.24 5.85 4. 45 2. 99 
卜STATISTICS 0.26 0.02 1.75 1.74 -1.98 1.33 -1.09 -3.16 0.90 -2.10 -2.89 -0.06 
SIGNIFICANCE 0.00 0.00 0.00 0.00 0.10 0.00 0.00 0.05 0.00 0.10 0.05 0 00 
NON-SMALL FIRMS (MC MORE THAN $1,000 MILLION) (n-19) 
«SAN -3.99 -5.70 -0.97 1.08 -3.23 -3.31 -5.26 -3.76 159.33 -5.27 -1.33 -5.01 
STD DEV 5.26 7.36 6.24 4.95 8.52 6.85 8.89 5.69 670.09 5.76 5.27 5.95 
t-STATISTICS -3.31 -3.38 -0.68 0.95 -1.65 -2.11 -2.58 -2.88 1.04 -3.99 -1.10 -3.67 
SIGNIFICANCE 0.01 0.01 0.05 0.05 0.01 0.01 0.01 
FOURTH PE QUARTILE 
SMALL FIRMS (HC LESS THAN $1,000 MILLION) (n=ll) 
MEAN -3.95 -5.58 8.22 -5.07 -5.48 1.30 -9.94 -4.54 2.55 -6.80 -4.72 -6.49 
STD DEV 8 .38 6.12 20.17 11.45 11.74 6.19 10.12 9.33 5.14 8.19 5.60 5.88 
t-STATISTICS -1.56 -3.02 1.35 -1.76 -1.55 0.70 -3.26 -1.61 1.64 -2.76 -2.79 -3.66 
SIGNIFICANCE 0.05 0.01 0.05 0.05 0.01 
NON-SMALL FIRMS (MC MORE THAN $1,000 MILLION) {n=13) 
MEAN -4.15 -2.04 -5.01 0.62 -2.77 -1.11 -2.65 0.18 1.51 -1.31 -8.72 8.74 
STD DEV 6.12 7 .20 4.11 4.82 6.15 5.61 9.65 12.12 5.95 7.01 16.63 35.78 
t-STATISTICS -2.45 -1.02 -4.40 0.47 -1.62 -0.71 -0.99 0.05 0.92 -0.67 -1.89 0.88 
SIGNIFICANCE 0.05 0.01 0.10 
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APPENDIX D 
Average Monthly Returns for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's 
Actual Price/Last Year Earnings (PE) Ratio 
Average Monthly Returns for 1990 and 1991： 
(he _ i t u d e of the to's Actual Price/Last year Earnings (PE) Ratio. 
FIRST QUARTILB 
i r i - i i ! i： ！:ii ； ； s 二 ：;;：;; ；：：；：• .?：；； .：•；： 
3.03 -1.35 3.42 -4.64 -5.97 0.00 -1.69 4 31 -11 57 -6 45 . 
3.15 2.62 2 . 8 0 。 . “ M . 05 2 . 82 0 .0 1 - n " -1 • . ； ' ， . 
HYSAN 3.27 -11.02 0.88 7 .02 0 .00 0.85 7.63 - • - . . V I 个 
S S S Y ；•：： ；;•；： ^；-!^  ！ ？ 3 . 5 0 15.00 -20.!： - i u ； 2 u ! - I M J - ： ： 
. • - • • . 9.85 33.79 - 3 . H -28 .65 -17 .42 1 U 8 -1.60 0.33 
A 4 - • • • . 6.81 12.64 -3.84 -15.05 -13.92 11.13 -3.38 -11.17 SOUTHSEA 5.42 0.54 -0.54 3.26 -3.16 1.09 -1.08 5.23 -24.86 -1 35 5 65 -Q U 4 
H _ 5.72 0.00 2.05 4.70 0.00 0.64 6.37 -1. - -1 • -1 • • . 
LIUCHONG 5.91 -1.37 3.47 3.36 -1.95 4.64 2.63 -1 - 0 7 - . . 
CENTURY 6.02 -9.26 8.16 10.06 -4.00 25.00 -9.52 - ： - . . . . . • 
S S S 丨 . S ！-S V ? ! 53 1.9。 3.18 1 0 . 2 - 1 U 5 - l u ! 丨 2 -： 
: 7 1 . ) . - . - . 2.67 -10.39 -1.45 -10.29 -8 .20 -8 .93 - 9 J 0 
慕 1.71 3.17 21.03 9.49 -0.81 5.91 0.38 6 .44 10.32 0 94 " 8 s u 
随N 2.22 4.39 10.08 6.87 0.00 1.54 -2.27 21. . . . 
LEEHING 3 . 08 0 J 8 6.14 -7.44 - M 6 2. 80 0 .73 3 . 8 - ： - 2 • - . 
_ O G 4.06 17.50 31.91 -12.90 - H . 8 1 3 .26 28 .42 -4.92 - -1 - ： . • 
SOUTHSEA 4.36 3.51 8.47 9.38 -4.29 4.48 0.71 32.85 1.65 - -1 • . 
Z l l l ！ t ^ J 丨•！2 4.53 -1.37 4.17 1.33 10.79 丨:iS IS：!： J： WONGIND 4.65 4.08 13.73 6.90 -6.45 1.15 0.28 33.14 0.00 -4.44 -12 56 -2 66 5 11 
• S A N G 4.94 11.98 10.47 -2.11 0.00 2.33 -10.93 9.18 -1.14 5 . 
“ 1 . 4 3 5.63 -2.67 -6. 85 -7 . 35 -5 .71 11 . 11 -15.00 -7.84 - l u ! L 2 5 -l i 
CPAIR 6.G4 6.47 19.59 -3.95 -1.76 5.57 -1.76 5.39 9.66 1.09 1.04 4.62 -2 45 
ASIASECU 6.23 5.14 14.13 2.38 -5.81 2.47 0.34 -2.75 -10.73 -3.80 -1.97 -18.06 -5 08 
SUNHUNGK 6 .35 8 .62 20. 37 -4.40 0.00 1.20 -3 .57 19.75 -9.28 0.00 -3.49 1 .20 -l.'l9 
MEAN 1.83 11.03 2.90 -0.83 3.22 3.47 7.65 -8.85 -4.69 1.38 -1.42 -1.05 
• D E V 7. 03 13 .39 7 . 16 ？. 57 7 .28 9. 88 12. 55 10.19 9.29 8 .59 7 . 85 5 . 85 
Average Monthly Returns for 1990 and 1991： 
二 二 1 二 o f the firm's Actual Price/Last Year Earnings (PE) Ratio. 
Name PE R " … " 一 … . 
！ ^ ， _ • … [ ” … — ： ” • . … [ ： ‘ ; 一 _ _ I ^ A R • … - • JUN JUL AUG S E P 。 C T _ DEC 
SECOND QUARTILH 
； E S T t ； ： I ： ； ：；•；； ！ - 1 冗 U . - U O 
™ 丨：丨丨-s ;：;：! ： H 1：：： ]：；! 
= 1 丨 ： 丨 : ： 1 : : : 1 : : ; : : : : ；; ： -i 
S i ？i -iii iii 二 ：:： •；：：； 二 : 
C H E U M O iO.25 4 . 66 6 . 93 3 .70 0 . 00 12.32 4.07 4. 69 -8 96 - n 93 u u . 
C _ 10 .29 3 . 88 7 .46 - ⑶ 0.00 4. 06 5 . 80 - . ： ' | . 
H — C T 10.48 1.94 6.33 5 .95 -0. 06 3 .23 8 .75 7 - • - . 丄 • ； ' “ ‘ 
KMBUS iO. 82 -2 .90 2 . 99 1 .45 -2.14 -2.19 -0.79 4.76 - U 36 ifi a n s 17 1 0 0 
6. 58 22. 99 7 . 48 0 . 00 H . 3 5 i.82 -3.04 1 十 - 3 . ; - • . • 
_ R S T E 7. 02 5 J 5 5 . 17 -8 .20 3. 57 -3 .45 1.96 U -3 1 • • 
CENTURY ？.20 4.20 8.05 0.00 -3.11 3.85 -1.54 1 ； - ' . ll . • 
T V E _ 7.“ 10.76 26.81 -0.11 -4. 97 -2.84 0 . 98 0 . 2 - -i . . 
S O E P A C 7.67 12.93 10.84 -2 . 17 -1 . 11 7 .70 5 . 91 1 ： - I L L . ^ . 
JSTRATEG ^ 80 0 . 67 3 . 31 17 . 95 -4 . 35 l . U 1.13 2.7 -1 - . . • . 
_ A 。 n 3.03 0.00 18 .51 0.87 -6. 73 0 .10 -6 . 01 1 - ： • • • 
！ - ； ； . 二 尸 8 - U 1 -9.29 -3.28 - . 2 4 l u ! i；：!； - u S ： 
二 • 6.74 6.32 -14.85 2.33 -3.41 7.41 -9.89 -4.08 1.06 0.00 0 53 
8 . 93 2 . 68 23 . 48 U 3 4.73 1.16 -4.03 4.20 6. 04 -2. 53 -2 60 2 
SHUNTAK 5.24 15 .75 11 .56 -0 . 61 8 . 59 i . H i . H 0.56 - 5 . 2 。 - - ： - . 1 . 
LIUCHONG 5.35 9.35 10.52 6.55 4.47 -5.24 0 . 57 21 . H - L l l 3：96 3：^ -2 83 S ' 2 
U ) 巧 9.67 8 . 90 15 . 09 -6 .56 4. 91 -2 . 30 -0 .59 8 . 88 0 . 00 -5 . 82 -2 . 34 2 J 0 -O.'sfi 
3.28 9 . 31 4 .22 -0 . 90 3 . 94 1 . 40 5 . 38 -7 . 97 -6 .44 5.29 …。-^ -「…。-：^厂 
侧 DEV 7.42 6 . 91 11 . 59 5 . 89 0.O8 6 . 29 7 . 82 U 7 ？.00 7.52 5 . 96 4 09 
Average Monthly Returns for 1990 and 1991. 
： 二 : 二 丄 二 二 ! 二 ! y e a r Earn.^s ,PE, S a . c 
! ! ! ! • … - ！ - - — - - • … - • • … - — — ^ ^ 
THIRD QUARTILE 
HKFERRY 10 . 86 0 . 00 4 . 95 -1 . 89 0 . 38 -J.OO 7 29 0 00 ll nn - n ' •u . 
= 。 . ! : ； ； ；：；! r i ； 1 1 ； - i u S 
=：丨:丨丨二 -丨：丨丨丨:：；.3- ； 
= ； S 1 : 2 ；:S i S : : ！i-
= S i S - S 二 i S ；:Si • i 
SE til i-ii ；ill i：!! •丨丨:S is “s ：丨s s丨丨 J 丨 
f . • . 1 . - • 5. 34 3 . 62 -12. 59 9.60 -1.84 10.53 
Mf C K K Y 3.95 i2.03 9.o0 -6.91 -0.58 -1.76 23 35 ！ 94 a qo a an - or 
CAVENDIS 10 .11 5. 63 5 . 33 0 .63 -4.40 -1 .05 0 - “ . . . ； . 
CHE 嶋。10.21 11.02 U 6 22.30 -2.76 0.91 0.57 1 ： -： 
HKSHANHO 10.40 -4.19 10.00 4. 55 0.00 9.70 1 .60 -2.4 - • . . 
• O N C O 11 . 09 13 .04 H . I O -1.12 -9.66 -1.26 0.25 -0.65 -1. 95 - - . u 
m F U L L 11.50 -0.80 13.71 4.26 -12.93 U 9 8 .21 5 . 52 7 . 8 3 - ： t ; j 
O G _ 12.03 0.93 7 .34 7 .69 5.56 2.26 -1.65 - ⑶ 0.80 -3.17 - - . • 
HUTCHISO 1 2 . H 10.00 3.03 10.29 -2.^7 7.33 -2.63 6.76 -9.49 -2. - 2 9 . 
HKLAND 12.30 7.80 7.24 2.45 -3.59 7.20 -1.22 12.35 -2.75 0.00 • 
UN I O N B M 12.96 -2.33 10.71 -1.08 -3.48 2.38 -2.33 9.52 -5.22 20.93 -3.8 - • 
HKELECT 13.12 3.03 3.92 10.38 -3.42 7.79 0.00 4.24 4.07 -2.66 1.64 4.84 5 38 
MINXIN 13.28 -5.68 10.84 36.96 5.56 -3.76 -6.35 -2.54 0.00 -3.48 0.90 7.14 5.00 
mean 1.46 7.84 7.25 0.61 3.78 4.32 5.48 -9.56 -3.78 3.19 0.49 1 41 
DEV 6.33 7.17 8.78 7.25 7.00 13.08 ？.53 9.75 11.79 6.97 5.99 4.50 
Average Monthly Returns for 1990 and 1991： 
二 二 二 二 = 二 产 t u a l P n c e / L抓 Year Earnings (PE) Ratio. 
- - … 一 … [ 二 ； ； 二 二 ； ; [ 二 ； ； [ 二 • ； 厂 ： 厂 
FOURTH QUARTILE 
S R I;.;; •；}•：： 5.15 U 。 5 . 30 9 . 59 -20 . 00 0 .78 7.75 -0 U 2 22 
TYLFULL 19.50 1 • ^ - i 1 ; • • " - ⑶ -2.63 - U 3 
MINXIN 22.61 • 1 : e n -3 . • . : . ' ' ! 。•。。 
HANGSBNG 23.13 -1.24 2.09 - ： '' | t _ . ' ' H ” 9 6.02 
=ST 二 1;:;: 二 二 -r!J 1; M；-』:;:.]：：! 
= E 2丨 1 • ’ - t i i -u； 
PPmvTPTc CO 10 0 in A 二 . : '.⑶ I.jO 2 . 33 -25 . 76 -3 . 88 7 .69 -8.16 -1 
- -n：!： ！：!： 二 -ii： 1:::;：丨i 
！ ；：； ：：：：!丨丨：丨丨 S i S ：!:；! ：；•；  
. • .33 7.32 -12.27 -0.52 1.60 6.58 -5.68 0.00 -2.09 -58. 133 
DAIRYFAR 17.13 0.94 7.48 3.48 -2.52 -1.28 -1.79 -3 64 -2 83 -7 77 -4 u . 
LUKSIND 29.20 11.89 12.50 22.22 -7.95 23.46 1 0 . 0 - - ： . . . _ . 
BANKEAST 45.38 11.49 16.48 -1.28 -0.65 7.84 1.82 8. - 5 • / / 
P _ 61.67 0.00 12.00 -2.38 7 .32 2.27 -4.44 1 - ： • . • 
！-S 丨.71 3 . 3 7 - 0 . 5 4 1 2 . 0 2 丨 - l ! ： ' -iS：!； -S：：： 
-7.59 4.48 4.29 -1 .39 -1 . 41 10.00 7 .79 6.02 -0.57 
二 。 丨 I M 3 .22 3 . 65 4.26 -6 . 29 -3 . 16 U 3 二；:。丁…「1丁 
S T D D E V 9. 40 7 .12 15 . 33 8 . 84 8 . 90 5 . 95 7 . 98 12 .63 5 . 45 8 . 40 12.44 27.05 
Average Monthly Returns for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's Actual Price/Last Year Earnings (PE) Ratio. 
NANE JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC 
FIRST PE QUARTILE 
MEAN 1.83 11.03 2.90 -0.83 3.22 3.47 7.65 -8.85 -4.69 1.38 -1.42 -1.09 
STANDARD DEVIATION 7.03 13.39 7.16 7.57 7.28 9.88 12.55 10.19 9.29 8.69 7.85 5.85 
SECOND PE QUARTILE 
MEAN 3.28 9.31 4.22 -0.90 3.94 1.40 5.38 -7.97 -6.44 5.29 0.61 0.85 
STANDARD DEVIATION 7.42 6.91 11.59 5.89 6.08 6.29 7.82 6.67 9.00 7.52 5.96 4.09 
THIRD PE QUARTILE 
mean 1.46 7.84 7.25 0.61 3.78 4.32 5.48 -9.56 -3.78 3.19 0.49 1.41 
STANDARD DEVIATION 6.33 7 .17 8 .78 7.25 7 .00 13.08 7 .53 9.75 11 .79 6.97 5.99 4.50 
FOURTH PE QUARTILE 
mean 1.16 7.83 6.66 -4.24 3.22 3.65 4.26 -6.29 -3.16 4.03 -4.02 6.19 
STANDARD DEVIATION 9.40 7.12 15.33 8 .84 8.90 5.95 7.98 12.63 5.45 8.40 12.44 27 .05 
APPENDIX E 
Average Monthly Abnormal (Market-Model Adjusted) Returns 
for 1990 and 1991: 
Portfolio ranked on the magnitude of the firm's 
Actual Price/Last Year Earnings (PE) Ratio 
and then Firm Size. 
Average Monthly Abnornai (Market-Model Adjusted) Returns for 1990 and 1991. 
Portfolio ranked on the uagnitude of the firm's Actual Price/Last Year Earnings (PE) Ratio 
！ ^ ， … … ^ A N [ [ ， _ • … ， ： ， … • _ … J U N JUL AUG SEP " o c i —…； 
FIRST PE QUARTILE 
SMALL FIRMS (HC LESS THAN $1,000 MILLION) (n-17) 
• S I N D 1 . 98 10 . 11 51 . 51 8 . 48 3 .75 0 . 24 4 . 51 ' 5 . 04 -9 .39 0 98 ^ 71 i k o 7, 
二 = E 31： ； ！ • ! ! ！ ⑶ - 2 . 6 5 • -!；；： U； -0：：： 
• M E T P E 3.15 7.42 -iO. 68 -3 . 18 -2 . 60 -8 . 81 -9. 07 5 . 29 -1 . 24 4 41 -12 8? -ld «(； n no 
W O _ D 3.90 1 .38 7.00 6.04 10.37 19.39 -4.02 7 .1 -6 • : . . : . 
C A T H C m 3 . 98 -13 . 18 -22.27 0 . 22 -1 . 26 -1 . 56 24. 36 -12 .87 -18 . 68 - . - • • 
: ， S E A 5.42 2.32 -7.05 1 .36 -2.51 -4.53 -5.48 0.65 -17 .27 - • - . . . 
f ™ ) R S T E 5.72 -1 .01 -13 . 19 -2. 62 -2 . 95 -13 . 08 -5 .24 -13 .77 -0. 41 - -2 6 • - n 
CENTURY 6.02 -6.75 -8.02 4.28 -4.04 10.82 -20.94 -13.94 16.26 - • - . 1 . 
， S A N G O.04 2.10 -5.86 H . 68 3. 04 -11 .37 -8 . 30 -1 . 33 -8 .10 - ： ： - . -1 • 
1 .20 -20.44 -15.66 -12.82 -2.20 -26.71 4.01 -25.68 -1 .33 -8 .95 -11 . -1 : • . 
LEEHING 3.08 -7.95 -5.30 -14.26 -0.27 -1.57 1.31 -7.37 -3.95 3.44 -5 18 - . • 
= = ； 1 ： -12.79 -3.05 -13.:; - u l ； I ' S 
SOUTHSEA 4.36 -1.91 1.16 5.42 -0.28 2.29 2.11 25.73 2.42 6.26 -2.51 -17 17 2 36 
• G I N D 4.65 -8 .32 -2.10 -2.85 -1 .73 -5.38 0.26 17.65 -1.16 - U 6 -1 : • - . 
C H O _ G -1.29 -5.49 -13.30 0.18 -6.33 -14.48 -6.51 -5.58 -1 . 25 7 ：40 - ： - • 
MANSIONH 5 . 98 -10.53 -9 .74 -11. 99 -1 .77 -13 .47 -5 .35 -3 . 92 -15.77 -7 . 48 -19.16 0 97 - I 2 I 7 
ASIASECU 6.23 -6.49 -0 .51 -6.93 -2 .41 -4.01 -0.43 -17.09 -12.50 -4. 57 -5 . 82 -23.81 - 1 U 9 
肚AN - 2 . 1 4 -1.61 - 2 . 5 3 - 0 . 2 8 - 3 . 4 8 - 0 . 4 7 - 1 . 3 1 - 5 . 4 5 - 2 . 5 9 - 6 . 3 5 - 6 . 2 3 -7 22 
™ DEV 8.40 16.43 8.77 4.42 9.97 12.18 14.27 8.10 5.87 10.12 1,11 6 45 
^-statistics -1.05 -0.41 -1.19 -0.25 -1 .44 -0.16 -0.38 -2.78 -1.82 -2.59 -3.30 
SIGNIFICANCE 0.05 0.1 0.05 0.01 0.01 
non-small firms (HC MORE THAN $1,000 MILLION) (n-9) 
H S B C 3 . 0 3 - 0 . 0 6 - 2 . 2 4 - 6 . 4 3 - 5 . 6 3 - 4 . 9 2 - 5 . 5 8 0 . 2 6 - 5 . 4 1 - 0 . 0 4 - 6 . 3 8 - 3 . 2 3 - 2 . 1 0 
HYSAN 3.27 -9.00 -8 .27 4. 09 0 . 50 -7 .10 1 .33 2 . 11 -6 . 08 9. 40 -5 . 95 -0 .29 -5. 14 
TVEHOLD 4.88 0.79 -3.57 4.23 6.07 2.24 9.35 -7.33 -5.84 -4.39 4.74 -2.02 -12.23 
L I U C丽 G 5.91 0.93 -7.34 -0.15 -1.43 -4.77 -4.84 0.57 0.26 3.97 -4.33 -3.19 -4.80 
HSBC 1.71 -1.37 14.98 6.12 2.23 4.97 1.32 0.54 10.75 1.88 3.76 3.86 3.04 
HYSAN 2.22 -3.87 -0.58 0.47 3.74 -2.61 -1.85 11.29 2.17 2.28 -5.61 -1.04 -2.57 
JMOTORS 4.44 1.64 6.85 -11.41 6.80 -1.37 -1.50 -9.65 0.19 10.66 1.77 12.93 -5.27 
CPAIR 6.04 -0.36 10.78 -9.25 1 .31 2.13 -1 .43 -3.22 9.33 1 .42 -1.32 1.67 -6.10 
SUNHUNGK 6.35 -2.55 5.68 -12.85 6.42 -3.94 -2.03 5.41 -8.90 1.54 -6.73 -3.08 -6.72 
MEAN -1.54 1.81 -2.80 2.22 -1.71 -0.58 -0.00 -0.39 2.97 -2.23 0.62 -4.65 
STD D B V 3.12 7.68 6.86 3.87 3.79 4.14 5.95 6.55 4.36 4.33 4.91 3.87 
t-STATISTICS -1.48 0.71 -1.22 1.73 -1.35 -0.42 -0.00 -0.18 2.04 -1.54 0.38 -3.61 
SIGNIFICANCE 0.1 0.01 
SSS:5SS = SSS = S S a B • • 塞 • 塞 SSSSS 雪•SSS3S=SSSSSSSZSSSSSSSSSX8SSSS = XS = SSKS«SSSSSSXSS = SSS8SSSSSS = = = SSS8S:5SXSSSSSB 薦 sss 
Average Monthly Abnornai (Market-Model Adjusted) Returns for 1990 and 1991. 
Portfolio ranked on the aagnitude of the firm's Actual Price/Last Year Earnings (PE) Ratio 
- • … • . … ， . … - T • • … … ； ^ ^ HAY 纖 JUL AUG SEP OCT NOV ^EC" 
SECOND PE QUARTILE 
SMALL FIRMS (HC LESS THAN $1 ,000 HILLION) ( n M ) 
ASIASECU 10.00 0.84 -21.76 -0.46 5.86 -11.49 -3.30 11.43 -9.89 -5.56 -8 18 ^ 21 -7 Rfi 
TAISANGL 6.58 9.46 -9.73 -10.69 0.49 -5.41 -3.29 -5.41 -3.1 - - . . 
7.02 -6.62 -9 . 80 -18 , 04 5 . 95 -10 . 57 0 . 34 -2 . 96 -13 . - u i - . -i ' 
C _ R Y … 上 巧 . 二 ? - 3 . 8 2 -1.88 -15.10 -8.72 -5.20 H •!•、； !!：38 
_ -1.60 -12.84 -10 .12 3 .55 -7 .82 -2 . 03 -3 . 01 -8 .73 -5 .01 -：；-；；…：厂;;…:;-“-
S T D D E V 7 .51 5 .15 6.28 2.41 3.27 1.49 9.49 3 .58 0 .75 • • 
； ; - ⑶ - 1 3 . 3 3 -。:S -；；；2 -1： SIGNIFICANCE 0.05 0.05 0.1 0.05 0.1 0.05 0.01 Q.OI 
non-small firms (MC HORB THAN $1,000 HILLION) (n-22) 
JKOTORS 7.12 -0.18 3.49 1.83 -8.23 7.28 -3.21 -1.91 -6.09 -11.02 -8 28 -8 22 -3 14 
嶋 丽 8 .40 -1 .25 -4. 51 52 .90 -9. 58 -5 .78 - 1 U 8 -10 . 95 7 . 15 -8 . H | - . 
S O E P A C 8.46 1.33 -5.41 -2.32 11.72 8 .76 1 .74 -4.80 -6. 35 -2. 56 - l A l - ' I 
CPAIR 8 . 52 -2 .60 -3 . 92 -3 . 44 2.85 1 .67 -2 . 91 -0.36 -12. 01 -3 .72 -7 . 94 - U l 
PALIBURG 9.18 -4.20 -3.63 -7.63 11.41 -9.12 7.08 -26.46 -7.68 15.56 -14.13 -0 68 8*25 
MANDAORI 10.09 3.89 -8.17 -3.29 10.19 -8.62 -11.71 -18.99 -7.49 20.90 -8.68 -10*33 -3*81 
SUNHUNGK 10.09 0.31 -2.59 -3.15 2.03 -8 .20 14.93 -24.46 12.64 4.09 -11.49 - U 5 - U 6 
CHEUNGKO 10.25 7.97 -0.54 2.23 1.84 6.00 -0.65 -0.28 1.91 -2.67 7.80 3*56 0*47 
CAVENDIS 10.29 6.92 1.61 -5.61 1.83 -0.84 2.21 3.74 4.17 5.56 -4.53 3*30 -4*04 
HKELECT 10.48 3.63 2.19 5.05 0.84 -0.29 6.09 4.68 0.97 -0.75 10.08 6.'39 -0*64 
JSTRATEG 10.49 -3.11 3.72 0.32 3.59 1.97 -10.92 -7.38 -1.21 4.78 -1.17 -7 51 -4'?! 
KMBUS 10.82 -0.67 -2.46 0.27 -0.96 -6.81 -4.28 1.10 -3.75 0.71 3.19 -4 53 0*31 
TVEHOU) 7.44 5.28 19.34 -4.04 -0.47 -4.90 2.72 -7.03 -2.92 6.87 -13.13 20 15 -1 71 
S町REPAC 7.67 4.30 -0.63 -8.61 4.42 3.92 7.52 0.50 2.03 -0.05 3.75 0.40 -5 11 
JSTRATEG 7. 80 -8 .75 -8 .71 10 .54 -0 .79 -3 . 25 1 .09 -8 . 97 -11 .23 -1 . 25 -1 .30 2.33 - ( M l 
MANDAORI 8.03 -8.91 6.98 -6.01 -2.53 -4.31 -5.44 -0.22 -3.44 7.06 6.86 -0.94 -3 78 
REGALHOT 8.49 -20.84 -0.70 -3.09 -6.66 -9.83 -9.84 -16.11 -5.70 18.02 6.42 -9.88 -6.02 
PALIBURG 8.53 2.61 -6.44 -1.80 -10.93 -3.12 -3.44 -5.49 -10.86 -4.11 -2.84 -4.75 -5 23 
KMBUS 8.93 -1.53 1.09 -5.72 6.72 3.04 1.19 -26.52 -3.33 -0.18 -10.85 -6.26 -2.24 
SHUNTAK 9.24 -1.84 -9.94 -15.18 10.53 -6.76 -2.33 -20.55 -9.97 -7.13 -14.48 -10.61 4.90 
LIUCHONG 9.35 -0.47 -2.12 -1.10 8.69 -10.25 0.90 8.79 -5.32 4.29 0.13 -7.15 -1.44 
HAECO 9.67 -0.02 3.71 -13.57 8.28 -7.00 -0.62 -2.25 -0.85 -5.85 -5.71 -1.70 -5.55 
MEAN -0.82 -0.80 -0.52 2.04 -2.57 -1.09 -7.45 -3.15 1.84 -2.67 -2.59 -2.06 
STD DEV 6.08 6.17 12.89 6.62 5.71 6.74 10.23 6.06 8.08 7.70 6.79 3.43 
t-STATISTICS -0.64 -0.61 -0.19 1.44 -2.11 -0.76 -3.42 -2.44 1.07 -1.63 -1.79 -2.81 
SIGNIFICANCE 0.05 0.01 0.05 0.1 0.05 
= *«»S»«»»»«««««««l«^^««««»»S«SSS = SS = = = = SS =，SS«SSSS = a«S»SSSBSSSS = «SSS = »«S:S = = :52XSS:BJS = = = S = :S = = SS = SS:: = = = S = = a: = S:BS»«®»»SS:S 
A v e n g e Monthly Abnormal (Market-Model Adjusted) and Cumulative Average Residuals (CARs) for 1^90 and 199): 
Portfolio ranked on the magnitude of the firm's Actual Price/Last Year Earnings (PE) Ratio. 
NAME PE RATIO JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC 
THIRD PE QUARTILE 
SMALL FIRMS (HC LESS THAN $1,000 MILLION) (n=7} 
A S H I N G 12.52 1 7 J 1 3.86 13.39 5 . 22 3 .93 -2.58 - U 6 -11.33 - 4 . U -5.15 -4.35 id 
KADERHLD 13 . 24 12 . 57 2 . 17 -0 .70 4. 27 -15 . 64 2 U 1 -7 . 99 -12 . 59 0 . 87 - U 5 . -2.^6 -0 38 
TIANANIN 15 . 90 11 . 74 15 . 52 18 . 33 26 . 91 -1 . 96 9.11 o J 8 -12 . 96 13 . 01 -10 . 06 -O.o9 0.13 
UNIONBAN 16. 64 6 . 10 -10 .70 3 .58 -1 . 35 -9.31 51.94 -7.04 - 1 J 8 -2.60 8.24 -13.45 6.37 
HKFERRY 9.82 -6.31 - 1 J 3 1 . 80 -1 . 23 -5 . 38 -0 . 50 10 . 22 2 . 14 -0 . 07 -2 . 09 -3 .05 -1.30 
UNIONBAN 12.96 -13.45 -3.48 -9.33 0.75 -3.48 -2.36 -4.36 -6.27 20.90 - 8 . 0 5 - 9 . 1 1 1 . 0 9 
M I M I N 13 . 28 -19 . 11 -5 . 51 25 . 37 7 . 25 -12 . 01 -8 .85 -18 . 69 -3 . 50 -5 . 98 -5 . 71 -0 . 37 -3 . 58 
^^EAN 1 . 28 0 . 05 7 . 56 5 . 97 -5 . 55 9 . 3 3 -3 .69 -6 . 64 3 . 14 - L M -<IJ5 -0.07 
STD DEV 13 . 15 7 . 75 11 . 41 9 . 07 7 .41 19 . 51 8 . 96 5 . 55 9. 24 5.85 4.45 2.99 
t-STATISTICS 0.26 0.02 1.75 1.74 -1.98 1.33 -1.09 -3.16 0.90 -2.10 -2.39 -0.06 
SIGNIFICANCE 0.10 0.05 0.10 0.05 
NON-SMALL FIRMS (MC MORE THAN $1,000 MILLION) (n=19) 
HKFERRY 10.86 3.07 -6.82 -5.40 1.43 -14.18 -0.69 -8.32 -8.85 3.02 -6.87 1.35 -3.50 
WINGONHO 11.32 -4.03 -14.70 -5.91 2.36 -16.41 -16.56 -11.07 -11.10 12.70 -10.02 3.03 -8.34 
LAMSOON 11.46 -9.14 -1.68 -5.57 2.73 -10.37 -14.55 -4.99 -9.29 -11.99 -13.63 - L l l -12.60 
HUTCHISO 11 .76 -4 .70 8.91 4.49 4.74 5.94 1.43 0 . 79 1 . 61 2.51 i.o3 8 . 57 -0 . 18 
CHINESEE 12.1&'- 1.34 -28.17 -5.11 2.08 -12.70 -3.47 15.75 1.38 2.52 -10.93 -1.98 -11.07 
JMATHESO 12.19 -3.41 -4.30 3.44 1.38 9.29 -15.94 0.43 1.57 -1.81 -1.01 -10.29 -12.84 
SHUNTAK 12.76 -2.81 -14.58 2.05 7.00 -16.97 -2.34 -17.07 -7.37 -5.52 -10.19 -11.84 -8.^5 
HKSHANHO 15.38 -2.02 -4.43 -3.25 10.30 -4.53 -2.93 -2.22 -7.17 1.24 1.81 -5.06 5.63 
DAIRYFAR 16.10 -4.77 -1 . 30 -1 . 31 -0 .76 11 . 12 -15 .45 -7 . 68 3 . 84 -6 . 53 6 . 97 3 . 84 U 3 
JMATHESO 9.70 -12.01 -4.49 3 . 95 -6 . 05 -5 . 11 3 . 75 -11 . 87 -15 . 21 3 . 01 -7 . 62 3 . 3 4 -3.02 
CAVENDIS 10.11 -0.24 -2.43 -3.78 -0.85 -3.69 1.63 -4.12 -7.68 5.29 1.02 1.45 - { . U 
CHEUNGKO 10 . 21 2 . 32 -5 . 68 15 . 99 1 . 24 -3 . 11 1 . 19 3 J 7 0 . 29 -2 .?3 -4.32 -5.97 - I . H 
HKSHANHO l O J O -11 . 53 0 . 09 -0 . 98 4 . 90 6 .49 3.14 -5.31 -1.74 5 . 30 -5 . 53 -2 . 07 -2.40 
•^INGONCO 11.99 -2.12 -4.o3 -13.49 -6.77 -10.24 -1.36 -15.06 -5.26 -g.08 -13.2： 3.09 -17.37 
TYLFULL 11.50 -13.50 -2.19 -6.13 -10.21 -2.79 5.63 -10.07 5.23 31.75 -6.94 -3.27 -10.04 
WINGONHO 12.03 -12.73 -9.o5 -3.50 8.19 -5.35 -3.55 -21.09 -2.19 -5.07 -13.31 -9.10 -8.47 
HUTCHISO 12.14 1.21 -8.^0 3.55 1.76 3.07 -1.86 -4.41 -9.60 -2.03 -4.27 -0.55 0.45 
HKLAND 12.30 1.19 -1.19 -2.75 -1.08 3.72 -1.24 4.10 -3.37 -0.02 -1.71 1.56 -1.48 
HKELECT 13.12 -2.21 -2.69 5.20 -1.81 4.90 -0.25 -2.24 3.33 -2.95 -0.51 2.28 2.34 
MEAN -3.99 -5.70 -0.97 1.08 -3.23 -3.31 -5.25 -3.76 1.48 -5.27 -1.33 -5.01 
STD DEV 5 . 26 7 . 36 5.24 4. 95 8 . 52 6 J 5 3 . 39 5 .59 9 . 12 5 .76 5 . 27 5 . 95 
t-STATISTICS -3.31 -3.38 -0.68 0.95 -1.65 -2.11 -2.58 -2.88 0.71 -3.99 -I.10 -3.67 
SIGNIFICANCE 0.01 0.01 0.05 0.05 0.01 0.01 0.01 
verage Montnly Abnornal (Market-Model Adjusted) and Cumulative Average Residuals (CARs) for 1990 ana 
Porttoiio r a w e d on the nagnitude of the firm's Actual Price/Last Year Earnings (PE) Ratio 
？， • •… 1 1 } } ™ • •… J A N FEB HAR APR MAY JUN JUL AUG SEP OCT NOV DEC 
FOURTH PE QUARTILE 
SMALL FIRMS (HC LESS THAN $1,000 MILLION) (n:ll) 
I ™ 19.50 4.52 -10.26 -2.64 -4.16 5 . 21 5 . 37 -16 . 52 -11 . 01 -4.08 1.46 - ” 2 -2 40 
M I _ 22.61 -7 . 19 1 . 15 62 .49 -31 .95 6 . 14 9 . 92 10 . 35 -13 .51 4.92 -ill li . 
TAISANGL 39.84 -4. 17 -13.00 -0.69 0.3。 -6. 17 -10.22 -9.57 -12.37 ^0.1 - _“. _l . 
F _ 59.38 -1 .08 -2 . 89 -1 . 56 -6.24 -16.33 -2 .52 -6.68 -2 .23 8 . 95 -1 : . : • 
FPSPECIA 106 .71 -17 . 88 -10.68 15.81 -4.29 -24 . 96 -5 .2。 3 .84 -17 . 02 -1 J 3 6 - . -1 . 
CATHCITY 13.83 13.75 -13.36 26.42 -18.25 -18.53 2.63 -22.31 12.07 -0.45 -7.67 - - i t 
PAREASTH 23.18 -9.47 -7.51 -0.56 5.64 -14.60 -0.92 -10.08 0.09 -2.15 -7 44 -2*7 • 
LUKSIND 29.20 -1 .05 -3 .88 1 L 9 3 -3 .72 16.40 10.37 -26 .94 -7 .79 -3.25 -5；20 -3 *43 - • 
FEHOTELS 61 .67 -13.96 -5 .87 -13.31 12.91 -4.99 -4.27 -7.01 -8.49 2. 44 -11 81 .13 n 
FPSPECIA ？8.21 0.78 -3.09 -5.95 -14.03 -1.61 4 .39 -9.84 12.28 2.48 -20.84 -16；38 :5'63 
TIANANIN 112.00 -7 .69 7 .97 -1 .49 -2.97 -0.80 4.73 - H . 5 5 -i.97 10.44 4.14 1.47 -6；18 
贴AN -3.95 -5. 58 8 .22 -6 . 07 -5. 48 1 . 30 -9. 94 M . 5 4 2 . 55 -6 . 80 -4.72 -6 49 
STD DEV 8.38 6.12 20.17 11.45 11.74 6.19 10.12 9.33 5.14 8.19 5.60 5*88 
t-STATISTICS -1.56 -3.02 1.35 -1.76 -1.55 0.70 -3.26 -1.61 1.64 -2.76 -2.79 -3*66 
SIGNIFICANCE 0 .05 0 .01 0 . 05 0 .05 o.'oi 
NON-SMALL FIRMS (HC MORE THAN $1,000 MILLION) (n-i3) 
WINGONCO 17.18 -11.59 -6.60 -12.27 2.35 -15.01 -7.69 -3.98 -8.52 12.88 -11.54 -4.75 -6 57 
HAECO 18.31 -10.80 -5.42 -8.01 0.41 -7.38 -6.82 -7.08 -13.41 -3.55 -3.75 -13.40 5 58 
HKLAND 18.33 -10.94 -3.53 0.17 -3.76 0.90 -7.32 0.90 -6.79 1.94 -2.19 -3.81 -8.18 
HANGSENG 23.13 1.35 -5.14 -0.54 1.21 -3.15 -3.75 3.79 1.43 3.85 12.75 5.79 1.42 
EDPMAN 30.20 -9.31 -12.45 -1.02 7.60 3.09 8.88 19.33 37.89 14.05 -7.69 -11.45 -16.28 
BANKEAST 31.68 3.34 -7.38 -4.60 -1.33 2.53 3.99 -3.25 1.13 -0.25 1.84 3.87 2.77 
SANHIGUE 32.34 -0.74 16.45 -4.55 -2.99 -0.23 -10.28 -2.10 2.57 -0.73 0.04 -1.43 -1.63 
LAMSOON 14.23 -10.05 -1.83 -6.90 -4.39 -12.96 4.25 -21.24 -5.56 1.58 -6.44 -10.42 -15.33 
CHINESEE 15.76 -0.62 -4.58 0.33 -7.55 -4.91 2.48 -5.05 -5.72 0.88 -4.98 -62.53 129.08 
DAIRYFAR 17.13 -8.18 -3.73 -4.02 -1 . 17 -6 . 81 -3 . 34 - H . 64 -5 . 08 -9. 32 -8 . 56 -3 . 91 -0 . 27 
HANGSENG 18 . 18 3 .32 2 . 83 -5 .22 10 . 66 4. 12 -0 . 49 7 . 05 2 .73 -2 .01 8 .50 -10.54 15 .27 
SANHIGUE 25.26 -5.41 -3.85 -12.81 2.72 -1.46 2.84 -9.51 -5.07 0.89 -2.91 -4.95 -1.65 
BANKEAST 45.38 5.63 8.71 -5.67 4.33 5.25 2.86 1.35 6.68 -0.52 7.96 4.16 9.47 
MEAN -4.15 -2.04 -5.01 0.62 -2.77 -1.11 -2.65 0.18 1.51 -1.31 -8.72 8.74 
STD DEV 6.12 7.20 4.11 4.82 5.15 5.61 9.65 12.12 5.95 7.01 16.63 35.78 
t-STATISTICS -2.45 -1.02 -4.40 0.47 -1.62 -0.71 -0.99 0.05 0.92 -0.67 -1.89 0.88 
SIGNIFICANCE 0.05 0.01 0.1 
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